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CREDIT AND CONSERVATION 


TUESDAY, MARCH 5, 1957 


Hovuse or REPRESENTATIVES, 
SpectaAL ACTION SUBCOMMITTEE ON CONSERVATION 
AND CREDIT OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 1310, 
New House Office Building, Hon. W. R. Poage (chairman of the 
subcommittee) presiding. 

Present: Representatives Poage (chairman of the subcommittee), 
Grand, and McIntire. 

Also present: Representatives Abernethy, Hagen, ‘Thompson, 
Jones, Watts, Johnson, Matthews, Krueger, Sikes and Budge. 

Mr. Poaace (presiding). The committee will please come to order. 

We are here this morning for the purpose of considering all of the 
bills that are before this subcommittee. 

(The bills are as follows:) 


[H. R. 953, 85th Cong., Ist Sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act so as to increase the maximum indebtedness 
which farmers may incur under such Act for operating loans 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection (b) of section 21 of the Bank- 
head-Jones Farm Tenant Act, as amended (7 U. 8. C., see. 1007 (b)), is amended 
by striking out ‘$20,000’ and inserting in lieu thereof ‘$30,000’. 


[H. R. 1045, 85th Cong., 1st sess.] 


A BILL To.amend the Soil Conservation and Domestic Allotment Act, as amended, and the Agricultural 
Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 7 of the Soil Conservation and Do- 
mestic Allotment Act, as amended (16 U. S. C. 590g), is further amended as 
follows: Subsections (b), (c), (d), (e), (f), and (g), and the subsection designation 
“(a)” are stricken out. 

Sec. 2. (a) Subsection (a) of section 8 of said Act, as amended, relating to the 
period within which the Secretary is authorized to develop programs and make 
payments directly to farmers for specified purposes, is hereby repealed. 

(b) The first sentence of subsection (b) of section 8 of said Act, as amended, 
is amended by striking out the words ‘‘Subject to the limitation provided. in 
subsection (a) of this section, the’ and inserting in lieu thereof the word ‘‘The’’. 

(c) Subsections (b), (ec), (d), (e), and (f) of section 8 of said Act, as amended, 
are redesignated as subsections (a), (b), (c), (d), and (e), respectively. 

Src. 3. Sections 8, 9 and 12 of the Soil Conservation and Domestic Allotment 
Act, as amended, are amended by deleting ‘‘7 (a)’’ wherever it appears and 
inserting in lieu thereof ‘‘7’’. 

Sec. 4. Section 388 (a) of the Agricultural Adjustment Act of 1938, as amended, 
is amended by deleting ‘8 (b)’’ wherever it appears and inserting in lieu thereof 
TG a 
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[H. R. 3753, 85th Cong., 1st sess.] 


A BILL To enable the Secretary of Agriculture to extend financial assistance to desert-land entrymen to 
the same extent as such assistance is available to homestead entrymen 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) the first sentence of the Act entitled “An 
Act to enable the Secretary of Agriculture to extend financial assistance to home- 
stead entrymen, and for other purposes”, approved October 19, 1949 (63 Stat. 
883), is amended by striking out “homestead entry” and inserting in lieu thereof 
‘homestead or desert-land entry”’. 

(b) The last sentence of the first section of such Act is amended by inserting 
after ‘‘project,” the following: ‘‘or to an entryman under the desert-land laws’’. 


[H. R. 3861, 85th Cong., Ist sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act, as amended, to provide more flexibility in 
refinancing loans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the second sentence of section 17 of the 
Bankhead-Jones Farm Tenant Act, as amended (7 U. S. C. 1006 (e), as amended 
by Public Law 878, Eighty-fourth Congress), is further amended to read as follows: 
“No such loan shall be made to an applicant whose total indebtedness is in excess 
of the amount certified by the county committee to be the value of the real estate 
and the reasonable value of the applicant’s personal property of security value 
as determined by the Secretary, unless the aggregate of the outstanding indebted- 
ness shall be adjusted so as to be within such values.”’ 


[H. R. 3988, 85th Cong., Ist sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act, as amended, to provide more flexibility in 
refinancing loans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the second sentence of section 17 of |the 
Bankhead-Jones Farm Tenant Act, as amended (7 U. 8S. C. 1006 (e), as amended 
by Public Law 878, Eighty-fourth Congress), is further amended to read as 
follows: ‘“‘No such loan shall be made to an applicant whose total indebtedness 
is in excess of the amount certified by the county committee to be the value of 
the real estate and the reasonable value of the applicant’s personal property 
of security value as determined by the Secretary, unless the aggregate of the 
outstanding indebtedness shall be adjusted so as to be within such values.” 


[H. R. 4253, 85th Cong., Ist sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act, as amended, to provide more flexibility in 
refinancing loans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the second sentence of section 17 of the Bank- 
head-Jones Farm Tenant Act, as amended (7 U. 8. C. 1006 (e), as amended by 
Public Law 878, Eighty-fourth Congress), is further amended to read as follows: 
‘‘No such loan shall be made to an applicant whose total indebtedness is in excess 
of the amount certified by the county committee to be the value of the real estate 
and the reasonable value of the applicant’s personal property of security value 
as determined by the Secretary, unless the aggregate of the outstanding indebted- 
ness shall be adjusted so as to be within such values.”’ 


[H. R. 4404, 85th Cong., Ist sess.] 


A BILL To amend section 15 of the Bankhead-Jones Farm Tenant Act, as amended, so as to make loans 
insured by the Secretary of Agriculture éligible for investment by national banks as “investment securi- 
ties’ rather than loan obligations, and to include such loans in the excepted class of investments listed in 
section 5136 of the Revised Statutes, relating to national banking associations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 15 of the Bankhead-Jones Farm 
Tenant Act, as amended, is amended by adding the following new paragraph (c): 

“‘(e) The next to the last sentence in paragraph Seventh of section 5136 of the 
Revised Statutes, as amended (U. 8. C. 1952 edition, title 12, sec. 24), is hereby 
amended by changing the colon after the word ‘obligations’ to a comma and 
inserting before the word ‘Provided, the following: ‘or obligations which are 
insured by the Secretary of Agriculture pursuant to the Bankhead-Jones Farm 





—E——— eee 


CREDIT AND CONSERVATION 3 


Tenant Act, as amended, or the Act of August 28, 1937 (relating to the conser- 
vation of water resources), as amended, and such obligations shall be considered 
as marketable obligations eligible for investment or purchase by a national bank 
as investment securities:’’. 


[H. R. 4958, 85th Cong. Ist sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act, as amended, to provide more flexibility in 
refinancing loans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the second sentence of section 17 of the Bank- 
head-Jones Farm Tenant Act, as amended (7 U. 8. C. 1006 (e), as amended by 
Public Law 878, Eighty-fourth Congress), is further amended to read as follows: 
‘“No such loan shall be made to an applicant whose total indebtedness is in excess 
of the amount certified by the county committee to be the value of the real estate 
and the reasonable value of the applicant’s personal property of security value as 
determined by the Secretary, unless the aggregate of the outstanding indebtedness 
shall be adjusted so as to be within such values.”’ 


[H. R. 5497, 85th Cong., 1st sess.] 
A BILL To amend the Watershed Protection and Flood Prevention Act 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 4 (2) (A) of the Watershed Protection 
and Flood Prevention Act (Public Law 1018, Eighty-fourth Congress) be amended 
by inserting immediately after ‘‘and disposal of water’’, the following: “or for 
recreational and fish and wildlife development.”’ 


Mr. Poaar. It had been my intention to hear the authors of the 
conservation bills first. I see none of the authors of any of the 
conservation bills present at this time. 

Mr. Abernathy assured me that he would be here but he is not here 
at the moment. Possibly we can save a little time by starting with 
some of the credit bills. 

The first bill we have is H. R. 953 by Mr. Teague of Texas. Mr. , 
Teague sent word that he would file a statement. 

We have a report from the Department on that bill, an adverse 
report. 

Mr. Heimburger, will vou read the report? 

Mr. Hermpurcer. | will be very happy to, Mr. Chairman. [Read- 
ing:] 

Marcu 4, 1957. 
Hon. Haroutp D. Coo.ry, 


Committee on Agriculture, 
House of Representatives. 


DEAR CONGRESSMAN CooLey: This is in response to your request of February 
21, 1957, for a report from this Department, concerning H. R. 953, a bill to amend 
the Bankhead-Jones Farm Tenant Act so as to increase the maximum indebted- 
ness which farmers may incur under said act for operating loans. 

The bill would amend subsection (b) of section 21 of the Bankhead-Jones Farm 
Tenant Act, as amended, to increase the maximum indebtedness which farmers 
may incur under such act for operating loans from $20,000 to $30,000. 

Je do not recommend enactment of the bill. 

The Department does not believe that authority is needed for the increased 
maximum indebtedness for the reason that the experience of the Farmers’ Home 
Administration, during the 1957 fiscal year, shows that the $20,000 loan limit, 
with rare exceptions, is sufficient to meet the operating credit needs of family-type 
farmers and ranchers throughout the country. 

By the passage of Public Law 878, 84th Congress, 2d session, approved August 
1, 1956, the operating loan limit was increased from $10,000 to $20,000 and con- 
ditions have not changed sufficiently since that time to warrant increasing the loan 
limit. 
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In view of Mrs. Downey’s telephone request that this report be submitted prior 
to the hearings on March 5, we have not obtained advice from the Bureau of the 
Budget as to the relationship of this proposed legislation to the program of the 
President. 

Sincerely yours, 
True D. Morss, Acting Secretary. 

_Mr. Poaae. Is there anyone here who wants to be heard on this 
bill, H. R. 953? 

It is by Mr. Teague of Texas, Mr. Teague has asked, and without 
objection will receive permission to file a statement concerning it. 
He is not in town today. 

(The statement is as follows:) 


STATEMENT OF HON. OLIN. E, TEAGUE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Tracur. Mr. Chairman, I appreciate very much your invit- 
ing me to appear before you here today in support of my bill H. R. 
953, the purpose of which would be to amend the Bankhead-Jones 
Farm Tenant Act so as to increase the maximum indebtedness which 
farmers may incur under the act for the operating type loans admin- 
istered by the Farmers’ Home Administration. I believe the fact 
that this committee has seen fit to give consideration to this bill so 
early in the session is indicative that the need for increasing the 
maximum indebtedness is recognized. 

As you know, the objectives of the operating loans to full-time 
family-type farmers and stockmen are to assist them to become estab- 
lished successfully in a sound- well-balanced system of farming or 
stock raising and to make full and efficient use of their land and 
labor resources. 

To qualify for one of these loans, a farmer must first show that 
credit in an amount sufficient to finance his actual needs is not avail- 
able to him at rates (not to exceed 5 percent per annum) and terms 
prevailing in or near the community in which he resides for loans of 
similar size and character from commercial banks, cooperative lend- 
ing agencies, and from other responsible sources. Additionally, no 
operating loans may be made after 7 years continuous indebtedness 
except in hardship cases when the inability of the borrower to repay 
his indebtedness within 7 years was due to causes beyond his control, 
the period of continuous indebtedness can be extended to 10 years. 

I do not believe it is necessary for me at this time to go into the 
fact that the Southwest has experienced the most prolonged drought 
in history as I am sure that all of you gentlemen are well aware of 
this fact. The result has been however, with respect to the operat- 
ing loan feature of the Farmers’ Home Administration, that the ma- 
jority of my farmers have reached the maximum indebtedness of 
$20,000; and while the individual county committees have been most 
considerate and have agreed to extend the period of indebtedness to 
10 years, the farmers have been unable to obtain additional credit 
for operating capital to carry on their farming operations. In other 
words, gentlemen, unless we provide them with an additional ‘“stake”’ 
they will have no means at their command to realize any return for 
the purpose of reducing their present indebtedness to the Farmers’ 
Home Administration. 


CREDIT AND CONSERVATION 5 i 


During my visit to my congressional district during the summer 
and fall of 1956 I spoke personally with farmers, stockmen, and 
bankers, and the latter freely stated that their portfolios at present 
indicated they would not be in a position to extend additional eredit 
to the farmers in their area for the coming crop year. 

I do not intend to belabor this committee with multitudinous facts 
and figures as I am corfident that you are cognizant of the many 
benefits resulting from the operating loan to the full-time family-type 
farmer and the problem which confronts him at this time. I do, | 
however, respectfully request that you give favorable consideration 
to this legislation which would increase this maximum indebtedness 
under the law from $20,000 to $30,000. Thank you. 

Mr. Poaae. Is there anyone here who cares to be heard on this bill? 

There are representatives from the Department of the Farmers’ 
Home Administration here. Do you care to make any additional 
comments on this bill? 

Mr. K. Hansen (Farmers’ Home Administration). No additional 
comment unless there are questions. 

Mr. Poace. Are there any questions on the part of any of the 
members of the committee? 

If not, the committee will pass on to the next bill, and consider this 
bill further in executive session. 

The next bill is Mr. Abernethy’s bill. He has not arrived and I 
will pass on to Mr. Budge’s bill which is H. R. 3753. Mr. Budge is 
here, and we will be glad to hear from you, Mr. Budge. 


STATEMENT OF HON. HAMER H. BUDGE, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF 
THE STATE OF IDAHO 


Mr. Bupa. Thank you very much, Mr. Chairman. I appreciate 
this opportunity to appear before the committee on behalf of H. R. 
3753. 

This is legislation which I have introduced to place desert-land 
entrymen in the same position as those who homestead land. 

When the act was amended some years gack, it did include the 
homesteaders, but it has never included the desert entryman. 

Homesteading is almost a thing of the past in the West any more. 
Our development is primarily based on desert entrymen. 

The bill is identical to one which was introduced in the last Con- 
gress, and similar to S. 1472 which was passed by the other body 
during the last session of the Congress. 

It would permit the Secretary of Agriculture through the Farmers’ 
Home Administration to obtain a mortgage on entered desert land 
prior to the issuance of a patent to the desert-land entrymen. It will 
be extending financial assistance to these farmers to the same extent 
as such assistance is available to homestead entrymen. 

At the present time a number of desert-land entrymen in my con- 
gressional district in Idaho have applied to the Farmers’ Home Admin- 
istration for loans, but have been denied even any consideration 
because of the inability of the entrymen to provide the land security 
for the loan. 
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Had he been operating under the homestead laws, and everything 
else being in order, the financial assistance would have been forth- 
coming from the Farmers’ Home Administration. 

If this bill is enacted it would permit the Farmers’ Home Adminis- 
tration to pass on the merits of the loan. And if the security is there, 
then to provide financial assistance to the desert-land entryman. 

Many of the entrymen need need this assistance to install their 
irrigation facilities and to otherwise improve the land on which they 
have filed for improvement and development. 

I have been advised by the Department of Agriculture that no 
additional appropriation would be necessary to implement this act, 
and that there is no objection to this proposed legislation. In fact, 
it is my understanding that the Department is prepared to testify 
in support of the legislation should the committee so desire. 

Mr. Poaasr. The committee has available the report from the 
Department. 

Mr. Buper. Thank you, Mr. Chairman. It is a pleasure of quite 
some importance due to the fact that homesteading is simply not 
going forward in the West any more. Our development is by desert 
entry. And I see no objection to the legislation from any area at all. 

I very much appreciate your courtesy in permitting me to appear. 

Mr. Poaas. Do I understand correctly—and I know so little about 
desert-land entrymen—that the desert-land entryman is the man who 
takes up two sections of land; is that right? 

Py si Bupaeg. I do not know of any requirement as to the amount 
of land. 

Mr. Poaae. Under the Homestead Act you can only take up 160 
acres;is that right? Jam asking you forinformation. I do not know. 

Mr. Buper. Actually, there has been so little homesteading in my 
i in my lifetine that I do not know the answer to that question, 
either. 

Mr. Poaae. Is there anyone here who does know? How much 
land do you take under the homestead law? 

Mr. Krevaer. It depends. For instance, my brother homesteaded 
in Montana and he was allowed to take 320 acres for homesteading. 

But in North Dakota when it was still in effect we were only al- 
lowed 160 acres. 

Mr. Sixes. It is 160 in the Southeast. 

Mr. Poacr. How much? 

Mr. Bupeer. I do not know that there is any limitation on it. 
This is the way the situation arises. It is on land that is administered 
by the Bureau of Land Management. 

The first consideration is that the desert-land entryman must 
prove that there is water available for the irrigation of the land. 

Under the Homestead Act in the areas where there is sufficient rain- 
fall to grow crops practically all of the homesteading has been accom- 
plished for those areas. This development comes about when there 
is water available, either surface water or water which can be pumped 
from the ground. 

And the Bureau of Land Management will not approve these appli- 
cations for desert entry until the entryman has proved to the satisfac- 
tion of the Bureau of Land Management that the water is available 
for the irrigation of the land. 
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Mr. Poacs. Let me ask you this, because this is the thing that I 
never understood about the whole public land policy. 

As I understood it all of this public land on which a man might 
make entry has actually been allocated or assigned to some livestock 
operator who somewhere possessed the necessary headquarters with 
water and hay land. And that they have the right to graze all of this 
public land. Is that correct or is it not? 

Mr. Bupear. No, I would say that is a use which exists only until 
such time as a higher use is applied for. The irrigation of the land, 
to put it into the production of crops, than using it for grazing, is a 
higher use. 

Mr. Poace. That is exactly what I want to get at. Does the entry- 
man—assume that I want to go out and file an entryman claim on 
some of this public land and I find that my friend McIntire already 
has a permit to graze 10,000 sheep over that land, can I by drilling a 
well or by finding water some way—can I, if I can show that I can 
irrigate the land, can I take title to the land and put his sheep off? 

Mr. Bunee. If the Bureau of Land Management finds that the 
water is available for the irrigation of that land, I would say “yes.” 

The Taylor grazing permit. on the Bureau of Land Management 
lands is not something that exists in epereny: It is simply a use, 
a permissive use of the land. 

Mr. Poaae. That is what my obenre ation has been, that some are 
in practice a perpetual easement. 

Mr. Bupas. That, of course, is one of the considerations in the 
Bureau of Land Management. You have to have some continuity 
to it. A man cannot have 5,000 sheep one year and 5,000 the next 
year. You cannot operate in the sheep and cattle business that way. 

So there has been some continuity to it. 

As a matter of fact, the Bureau has been quite, perhaps I should 
say, dilatory in granting desert-land entries in the last 2 or 3 years 
because of the present agricultural situation. 

But I anticipate that when agriculture is in a little different position 
that the desert land entries will go forward quite rapidly in some areas 
of the country. 

Mr. Poaar. Tell me now, if I want to enter on some of this land, 
how much of it do I have to put under irrigation? Certainly there 
will be parts of that section that in many cases could not be put under 
irrigation practically. Other parts of it could be. 

How much do I have to put under irrigation? 

Mr. Buper. So far as I know, if you can make an economic unit 
of it, even though it might be only 60 acres, there is no requirement 
that you would have to take a section. 

In fact, most of the development that has occurred in my State—and 
there has been considerable in the last 7 or 8 years—has been in 
smaller acreages of 100 or 160 acres. Those have been segregated 
by the Bureau of Land Management as being the maximum area that 
can be irrigated with the water supply at that particular point. 

Mr. Poaare. How much land did those people take up? Did 
they take up only 100 acres or did they take up 640? 

Mr. Bunce. They can only get the desert entry to the portions 
which they can satisfy the Bureau of Land Management can be 
irrigated. 
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| Mr. Poaae. If they have a hill in the middle of the field they 
cannot get the hill; is that right? 

Mr. * ame That problem does not arise much in my particular 
area. Desert land is pretty flat. 

Mr. Poacs. It is not all over the country, though. 

Mr. Bupae. No, sir. Nor is there an underground water supply 
all over the country. The areas that would be affected would be 
somewhat limited because of the water supply or the shortage of the 
water supply. 

Mr. Poaae. Is there anyone here from the Bureau of Land Man- 
agement—anyone representing them here? 

Mr. Bupes. I think I can say that the Department of Interior 
and the Bureau of Land Management both favor the passage of this 
legislation. 

Mr. Poace. Well, I was simply wanting to get their rules and 
regulations whether they do allow a man to take more than the land 
that he actually put water on. 

It would seem to me that you could not get a very economical unit 
if you had nothing in the world but irrigated land, from what little 
I know of it. Ihave always thought that livestock went along with it. 

Mr. Bupeer. I would say not. In my area, Mr. Chairman, when 
you are growing potatoes or sugar beets or peas or beans, tomatoes, 
lettuce, or row crops, you are not engaged with any form of livestock. 
I would see no reason to go outside of the irrigated acreages. 

Mr. Poace. Do I understand, then, that a man cannot take this 
land up and have livestock with it, even though he irrigates the land? 
He cannot irrigate the land and run a dairy or beef herd or anything 
of that nature? 

Mr. Bunce. Well, I would not want to say that he could not. 
That is not the usual practice. That is pretty expensive land to put 
into pasture when you have to use pump irrigation. 

Mr. Poacr. Some of it is $500-an-acre land. 

Mr. Bupae. I have some, too, but not in recent years with the cost 
of water. With your surface water you can. 

Mr. PoaGe. There is more high priced land in grass than almost 
any other one thing. We have that surface irrigation, for example, in 
the Brazos Valley in my hometown area. We have surface irrigation 
where the water is relatively cheap. 

But it is pretty expensive operation when you are pumping the 
water from two or three hundred feet below the ground. 

And the people that have gone into the desert entries have not gone 
into livestock operations to any great extent. 

Mr. Poace. Mr. McIntire. 

Mr. McInvire. I would like to inquire just what does this bill accom- 
plish in relation to the collateral situation of these loans. What type 
of title does the operator have as a desert-land entryman? 

Mr. Bupae. He is issued by the Bureau of Land Management a 
desert-land entry permit. This is after the finding which must be an 
affirmative finding that the land is acceptable to irrigation and that 
there is a supply of water to place on that land. 

This legislation picks up the hiatus between the time of the issuance 
of the desert entry permit to the time that patent is issued. 

After patent is issued he, of course, could apply to the Farmers’ 
Home Administration and receive credit. 
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But the man who homesteads after he makes his entry, can im- 
mediately apply to the Farmers’ Home Administration for financial 
assistance and receive it. But the desert entryman cannot. 

And he cannot get his patent to the land until he proved up on it 
by bringing it into cultivation. 

Mr. McIntire. This legislation would permit the Farmers’ Home 
Administration to make this loan before there was actually any water 
available to spread on the land? 

Mr. Bunce. Well, I do not know how you could say available. 
I would say before the water is actually placed upon the land. I 
think that would be correct. 

Mr. McIntire. Even before any facilities were available or installed 
by which the water could be placed upon the land. 

Mr. Bupar. I think that the Farmers’ Home Administration have 
had a lot of experience in this particular line on deeded land, and 
they will not make the loan on deeded land until they are satisfied 
that the water supply is available and that the funds which they 
might loan, for example, to build canals or to put in a sprinkling 
system would be actually used for the irrigation of the land. 

Mr. McIntire. By virtue of the issuance of this entry permit, is 
that a negotiable or transferable certificate from one person to another? 

Mr. Bunce. No, sir. 

Mr. McIntire. What recovery does the Farmers’ Home Adminis- 
tration have? Do they acquire title under their loan? 

Br. Bupar. They would have a mortgage which, of course, would 
erase any claim which the entryman might have to the land. 

Mr. McIntire. If it is not a transferable entry, how much of a 
claim does he have? 

Mr. Bupeae. He has the only claim, outside of the claim of the 
United States Government. 

In fact, the Farmers’ Home Administration has loaned a great deal 
of money in my State for this same type of development on deeded 
land, and on which there was no water at the time the loan was made. 

The record of those loans has been excellent. I know of actually 
none where they have not recovered the loan which was made or, at 
least, the loans are current. 

Mr. McIntire. Am I correct in assuming where a man held title 
to the land that, at least, there is a transferable interest, but in this 
situation he has no interest as to ownership? 

Mr. Buper. Well, I would say this, that he has a mortgageable 
interest which will ripen into a fee title when the patent is issued. 

And I think we should also differentiate between the type of land 
with which we are dealing here and farming land in other areas of the 
Nation. 

This desert land, whether it is deeded land or whether it is under 
desert land entry is practically valueless. 

Your deeded land, giving a mortgage to so many acres of sagebrush, 
that is no security. Actually no difference insofar as the security 
which the Government receives. 

Mr. Poaar. Would you yield? 

Mr. McIntire. Yes. 

Mr. Poaasx. Is it true that when this desert-land entryman puts the 
irrigation improvement on the land, that that is when he gets a patent 
on it? 
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Mr. Bupex. He gets his patent when he proves up on the land. 

Mr. Poaae. In other words, if the Farmers Home Administration 
makes a loan for irrigation, to finance the placing of irrigation equip- 
ment, be it sprinkler or pumps or whatever is necessary, when they 
make that loan, if the loan is actually used for the purpose for which 
it is made, they have control over the spending of the money; then 
the title does vest and they then do have a mortgage that can be fore- 
closed and they could take possession of the land, as I understand it. 

Mr. Bunge. That is correct. 

Mr. Poace. And consequently, they are safe in that they make 
the loan for the very purposes that vests the title. In other words, 
like when’ you take a mechanics lien on the building of a house, as I 
understand it. 

Mr. Bune. That is correct. 

I might point out to the committee that we have had quite a bit 
of experience in this type of development. 

In my congressional district alone, over a quarter of a million 
acres of the desert has been irrigated primarily by underground water, 
something that we didn’t know much about 10 or 15 years ago. 

So the Farmers’ Home Administration has had a considerable 
amount of experience in this field. And I am satisfied that they do 
not feel that it is a speculative field or a departure from the previous 
policies of the Farmers’ Home Administration. 

Mr. McIntire. What other lenders are there in the field now on 
this same type of loaning? 

Mr. Bunce. Insurance companies have loaned a great deal of 
money—life insurance companies. A number of eastern life insurance 
companies such as John Hancock, for example, has loaned a great 
deal of money for this type of development. 

The banking institutions both in the area and out of the area have 
loaned a considerable amount of money for this type of development. 

Mr. McIntire. Are these ownerships eligible under the Federal 
Land Bank requirements—do they loan on this type of title? 

Mr. Bunce. I would think so, after the patent ts secured. But, of 
course, they could not loan either until the patent is secured, nor 
could they on homestead land. 

Mr. McIntire. Do the insurance companies loan before the patent 
is issued? 

Mr. Bunce. Well, I would think either the banks or the insurance 
companies if the credit is something other than the land itself they 
would make the loan. 

I do not know of anyone who is making the loan looking toward 
the land—just the land itself, because the land is relatively valueless. 
It is just so many acres of sagebrush. You cannot borrow anything 
from anyone just for the sagebrush. 

Mr. McInrire. I realize that. But what I was trying to explore 
was whether the Farmers’ Home Administration by virtue of this 
legislation will be lending in a field in which there is no lending at the 
present time or whether there is lending under the same arrangement 
as this legislation would provide. 

Mr. Broce. If an individual has a credit rating and wants to borrow 
money to go in and develop this sage brush land, he can borrow it 
from the bank or from an insurance company, or other commercial 
lenders. 

Mr. McIntire. We are not making the same rule on this, are we? 
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The Farmers’ Home Administration would make the same credit 
analysis and lend on the credit standing of the individual, rather than 
the security. Or is it the thought that you would permit them to 
lend on security? 

Mr. Bupar. It is my understanding that the Farmers’ Home Ad- 
ministration is supposed to only make loans where they cannot be 
obtained through commercial sources. 

However, the Farmers’ Home Administration has made so many 
loans in my congressional district on this type of development that 
they are not entering into any new field. It is simply giving them the 
authority to do that which they would like to do in making up loans 
which they feel end I feel are perfec ‘tly secure, as secure as any of the 
other loans which they make in the area. 

On dry land, I think these loans would be far superior to any dry 
Jand loans out there when they cannot depend upon moisture. 

Mr. Poacn. Any other questions of Mr. Budge? 

If not, we are very much obliged to you, Mr. Budge. 

Mr. Bupar. Thank you, Mr. Chairman. 

Mr. Poaae. We have a statement from the Secretary of Agricul- 
ture, a report on this bill. I will ask Mr. Heimburger to read it. 

Mr. HermpurGer. We have a letter dated March 4, 1957, from the 
Department. 

Marcu 4, 1957. 
Hon. Harotp D. Coorery, 


Chairman, House Agriculture Committee, 
House of Representatives. 


DEAR CONGRESSMAN Coo.ry: This is in reply to Mrs. Downey’s telephone 
request of March 1, 1957, for a report on H. R. 3753, a bill to enable che Secretary 
of Agriculture to extend financial assistance to desert-land entrymen to the same 
extent as such assistance is available to homestead entrymen. 

This Department recommends favorable consideration of the bill. 

This bill would amend Public Law 361, 81st Congress, to authorize the Secretary 
of Agriculture to make loans under the Bankhead-Jones Farm Tenant Act, as 
amended, and the act of August 28, 1937, as amended, known as the Water facil- 
ities Act, to persons who are acquiring farms by means of desert-land entries to 
the same extent as loans are made to homestead entrymen under these statutes. 

Public land is being made available in Western States for entry under the 
desert-land laws where water supplies may be developed for irrigation. Persons 
who are making desert-land entries do not secure patents to the land until they 
have spent certain specified sums for land clearing and installing irrigation works 
serving the land entered, as required by desert-land laws. 

The failure of an entryman to comply with desert-land requirements is cause 
for the entry to be canceled by the Secretary of the Interior. Until the land is 
patented to the entryman, a mortgage on such land has practically no value as 
security for a loan that can be made under existing authorities. 

Many of the entrymen apply to the Farmers’ Home Administration for credit 
to install irrigation facilities and otherwise to develop and improve their farms. 
The Farmers’ Home Administration has not been able to serve any of these appli- 
cants under the farm ownership program and has made soil and water conserva- 
tion loans to a limited number of those who were able to give mortgages on prop- 
erty other than their desert entry. 

This bill, if enacted, would permit the Secretary of Agriculture to obtain a 
valid mortgage on entered desert land prior to the issuance of a patent to the 
desert-land entryman, thereby permitting the Department of Agriculture to 
extend financial assistance to more of these entrymen. 

This bill would not require any additional appropriation at this time. Avail- 
able direct and insured loan funds would be adequate to permit loans to be made 
under the amendment, and the administrative expense funds would absorb the 
cost of making, insuring, and servicing such loans. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
True D. Morse. 
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Mr. Poacre. Now I wonder if we have a representative from the 
Farmers’ Home Administration. I would like somebody from the 
Farmers’ Home Administration to explain just how they feel about 
the mortgage. 


STATEMENT OF CHARLES C. BARNARD, DIRECTOR, BUDGET AND 
STATISTICS DIVISION, FARMERS’ HOME ADMINISTRATION 


Mr. Barnarp. I am Mr. Barnard from the Farmers’ Home 
Administration. 

I will read from Public Law 361 which tells what type of a mortgage 
we do get. 

It says, ‘‘Any such loan required by the Secretary of Agriculture 
or by law to be secured by a real-estate mortgage may be secured 
by a mortgage contract which shall create a lien against the land in 
favor of the United States acting through the Secretary of Agriculture 
and any patent thereafter issued shall recite the existence of such 
lien.” This means that the Farmers’ Home Administration, the 
Department of Agriculture, gets a mortgage on the land. 

The Department of Interior owns it. We get a mortgage on it. 

If we have to foreclose we get the land. 

Mr. Poage. You get the land for the Farmers’ Home Administra- 
tion. What do you do with it? What do you do with it when you 


get it? 
Mr. Barnarp. We could deal with it like any other land we might 
have. 


Mr. Poacer. You can sell it? 

Mr. Barnarp. Yes. 

Mr. CamMpBELL. May I speak to that point? 
Mr. PoaGe. Yes. 


STATEMENT OF HOWARD V. CAMPBELL, GENERAL COUNSEL’S 
OFFICE, DEPARTMENT OF AGRICULTURE 


Mr. Camppe.u. Mr. Chairman, I am Howard V. Campbell, Gen- 
eral Counsel’s Office, Department of Agriculture. 

I want to further point out the provisions of Public Law 361, which 
is the act of October 19, 1949. 

The entry on homestead or in a reclamation project merely entitles 
the entryman to begin his farming operations and to perform certain 
requirements of the Bureau of Land Management or the Bureau of 
Reclamation, including the cultivation of the land to be entered and 
the establishment of homestead. 

During the period when that development is taking place, the entry 
is subject to cancellation. There is no conveyance of title. So there 
is no title to revert. 

But upon cancellation the land is again available for entry by an 
eligible entryman. 

The first entryman loses all of his interest in the land. Any lien 
that might be placed on the land after the entry and before patent 
is issued is automatically rendered ineffective by cancellation of the 
entry except as the rights of creditors are preserved by special legis- 
ation. 
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It was with that state of the law that Public Law 361 was initially 
passed to permit the Secretary of Agriculture to get a lien which would 
carry over beyond the cancellation of an entry, should the entryman 
fail to perform all of the requirements. 

Public Law 361, in addition to the part which Mr. Barnard read, 
also provides that upon cancellation of an entry, prior to the comple- 
tion of all of the reclamation and homestead requirements the land 
shall be available for reentry by a person eligible for the benefit of 
title I of the Bankhead-Jones Farm Tenant Act or the Water Facilities 
Act, and also eligible for reentry under the Department of Interior 
law, whether it be reclamation or homestead entry. 

During that one year the Bureau of Reclamation and the Depart- 
ment of Agriculture reexamine the entry to see whether it is still in 
condition that an economic unit can be made out of it. And if it 
needs adjustment, an adjustment is made. 

And if it needs reappraisal to determine the correct debt carrying 
ability of that land, those adjustments will be made and reentry and 
the new loan will be made on the reappraisal. 

If at the end of 1 year no eligible entryman who is also eligible for 
title I Bankhead-Jones loan or water-facilities loan has been found, 
then instead of the land being retained under control of the Secretary 
of the Interior, the Secretary of Agriculture is given authority to sell 
the land and liquidate his loan interest in the land, and any improve- 
ments that may have been put on it in the meantime. 

Mr. Poaae. Can he just go out and sell it by private sale? 

Mr. Campseuu. After the vear bas passed and no eligible person 
has been found, then it is sold on the same basis as our other acquired 
property is sold. 

Mr. Poace. Your other acquired property—that is one of my 
great troubles in understanding this—you do not sell your other 
acquired property. You have a lot of property that has not been 
sold. 

Just how do you sell this? That is what I want to know. 

Mr. CampBELL. It is advertised. 

Mr. Poaae. Do you go out and advertise it in the newspaper, or 
do you turn it over to a real-estate man? How do you sell it? 

Mr. CampBELL. Section 43 of the Bankhead-Jones Farm Tenant 
Act provides any land that is not suitable for the purpose of that act 
shall be sold after public notice at the highest price obtainable, on 
terms of 20 percent down and 5 vears on the balance. 

And those are the terms on whic th this acquired surplus property 
which is not usable in the program is sold. 

This bill, as I understand it, would put the desert-land entryman 
in the same category as the homestead entryman land for the pur- 
pose of liquidating the Secretary of Agriculture’s interest in the land, 
in the event that it is not carried on by another eligible borrower 
and entryman. 

Mr. McInrire. As | understand it, this land is public land under 
the management of the Bureau of Land Management. And if this 
desert entryman has a loan, under the Farmers’ Home Administra- 
tion, and if the operation of the loan is not successful, then by this 
law that you refer to, you cure that title by taking it out of the hands 
of the Secretary of the Interior and putting it over into the hands of 
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the Secretary of Agriculture, and it can be sold as any property that 
has been acquired. 

Mr. CampBELL. It operates about that way, yes. 

You see, the security title is still conditioned on the performance of 
all of the requirements of the Bureau of Land Management. And 
they may extend over a period of years. 

I think in the desert-land case the application of the water must 
take place within 4 years of the entry. It won’t be until after the 
entryman has done all of that, that the Bureau of Land Management 
will issue a patent on which a private lender will make a loan. 

Mr. Poace. Wait a minute. That is what I did not get. I 
thought after you had spent this year trying to get somebody to take 
up this bad deal that you then could go out and sell it. 

But you don’t—you just sell him the right to become an entryman; 
is that all? 

Mr. CampBetu. No; there are two different problems, Mr. Poage. 
I was addressing my remarks to Mr. McIntire to the normal situation 
where the loan is still a going concern. Merely the fact that the 
patent does not issue until the requirements of residence and cultiva- 
tion and application of water are met. If they fail—— 

Mr. Poace. If during this year you get another entryman, he does 
not get a patent either, until he has complied? 

Mr. Campsett. That is correct. 

Mr. Poace. Let us take after the year has expired and you do not 
get anybody that wants to go out 

Mr. CampsBE.t. The first entryman fails to complete his require- 
ments for some reason. 

Mr. Poage. He fails and spent a year’s time trying to doit. You 
tried to get another one and you failed in that. 

Then I understand the Department of Interior turns the land over 
to you. 

As I understood, you just advertise it and sell it, just exactly like 
you sell a piece of land that you would acquire on foreclosure of a 
lien on privately owned land? 

Mr. CampsBe.u. That is right. 

Mr. PoaGe. You sell it, and Mr. Kreuger can buy it and do any- 
thing in the world he pleases with it. All he does is to pay you 20 
percent cash and he gives you a note for the other 80 percent. And 
he has a right to turn around and sell the land subject to that indebt- 
edness; hasn’t he? 

Mr. CampsBetu. Yes; conditioned on any provision in the mortgage 
that vou take back, the vendor’s lien, which might control the dis- 
position of that land. 

Mr. Poacer. That is exactly what we are asking. Do you control 
the conditions or do you sell it?) That is what I want to know. If 
you put conditions in there, you do not make an unconditional sale. 

hat is what I want to know. Do you make an unconditional sale; 
or do you not? 

Mr. Campsett. In the Columbia River Basin, on the reclamation 
projects, we do put in a provision in the mortgage on a credit resale 
of surplus property, that the residence requirements and the culti- 
vation requirements and the antispeculation clause, which are rules 
of the Department of Interior, Bureau of Reclamation, shall apply 
the same as though the land was sold. 
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Mr. Poags. Then you do not sell that property—you don’t sell 
that property then. 

You sell a man a right to go out there to buy the entry and pay for 
the improvements on it. That is really what he pays for. He does 
not pay anything for the land, does he, when you sell it to him? You 
have loaned John Smith $10,000 to put irrigation works on the land. 
You figure it is now worth $5,000. And Mr. Krueger wants to come 
out there and buy it. He never pays anything for that land. If he 
gives you $4,000, that is a pretty good bid. Isn’t that right? 

Mr. CAMPBELL. I assume it would be a pretty good bid. 

Mr. Poace. What is it? 

Mr. CampBELL. I assume that it is. I don’t know that it is. 

Mr. Poacr. You do not assume that he is going to pay you $50 
an acre for the land; do you? 

Mr. CampBELL. That is out of my field. 

Mr. Poaae. I mean, as a practical matter, what do you do? What 
has been your experience in selling this land? You must have sold 
some; 1 mean, of the homestead land. 

What has been your experience? You never get anything for the 
land; do you? 

Mr. CampBELL. I cannot answer that because I haven’t been close 
enough to those sales. 

Mr. Poaaer. Is there anybody here that is close to the sales? Does 
anybody know what has happened? 

Mr. Bupee. The situation that you are talking about is on the 
reclamation project where the veterans are going in under the Home- 
stead Act. The land is of immediate value. And I think under any 
reclamation project it can be sold for a substantial price per acre. 

In the Grand Coulee project in Washington the land values are 
very high even before the land is cleared because the water is right 
there. 

Mr. Poace. That came from the water. What they are doing 
there is buying the water. They are getting the water rights. And 
it is that water right they are paying for; isn’t it? 

Mr. Buper. It is a part of the land. Water is there and the land 
is there, and together they make a very valuable investment for 
anyone. 

Mr. Poace. Let me start back and go through an illustration and 
see if we understand it. I do not believe many members of the 
committee understand it. 

Let us assume that I have gone out and entered on 320 acres of 
land. I have contracted with the Farmers’ Home Administration to 
loan me $10,000 to put an irrigation project on the land. They put 
up the money. I build the irrigation works. I went broke. | didn’t 
make my payments to the Farmers’ Home Administration. They 
sold me out. 

They spend a year trying to find somebody else who would become 
an entryman on terms that would be mutually satisfactory to the 
Departments of Agriculture and Interior. 

So far that would be it; would it not? 

Let us follow this thing. That is—or is it not right so far? Is that 
the case? 

Mr. CAMPBELL. Yes, sir. 

Mr. Poage. All right. 
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A year has passed. Then, as I understand it, the next thing is 
that the Department of Agriculture, through the Farmers’ Home 
Administration, advertises in the local paper they have got 320 acres 
of Poage land down here for sale. They put it up for sale. 

And Mr. Krueger and Mr. McIntire bid on it. And Mr. Krueger 
comes in and bids $4,000 on it, which I think probably would be 
high, and he gets it. 

Now then, does he or does he not get that land, if he pays you 20 
percent of it, which is $800 in cash, and he gives you a note for the 
rest of it, payable over the next 5 years? He has done all of those 
things. Now he turns around and sells it to Mr. Heimburger. Can 
he; or does he have to move onto the land? 

Mr. Campse ty. I think he can move onto the land under the last 
clause of section 2, Public Law 361, which says that the purchaser of 
such land shall be entitled to the issuance of a patent or deed upon 
the completion of all of the requirements with respect to the payment 
of charges against the land. 

Mr. Poace. That would only relate to the indebtedness. 

Mr. Camppetu. There are some reclamation charges; some con- 
struction charges. 

Mr. Poace. Not if he put in the irrigation plant himself. 

Mr. Camppe.u. There would be on a reclamation entry, but not 
on the desert-land entry. 

In the latter case, the only charge would be the nominal fee that 
Department of Interior gets for desert-land entry. And the Farmers’ 
Home Administration loan—— 

Mr. Poace. That is right. When he pays off that $4,000, whether 
he pays it off or whether McIntire pays it off, they are entitled to a 
patent, aren’t they? 

Mr. Campse .t. If this act is amended to include desert land entry, 
when the loan was paid off, he would be entitled to a deed. 

Mr. Poace. Whether anybody ever lived on it or not—that is what 
I want to know. Does the man have to go out there—does he have 
to go live on the land? That is what I want to know. 

Mr. Camppett. As I understand the desert-land entry requirement, 
it does not contain a residence requirement. I haven’t checked that 
recently. On the reclamation or homestead entry the requirements 
differ in that respect. 

Mr. Poace. If anyone pays off the charges, the only charges on it 
is the Interior Department charge for issuing the patent and the 
$4,000 which he owes to the Farmers’ Home. 

When that is paid, whether he ever operates that irrigation system 
or not, it is his, isn’t it? 

Mr. Campsety. That is correct. 

Mr. Poace. He has not to do any of these things that are required 
otherwise. He just gets good title to it, doesn’t he? 

Mr. Camppety. He does. 

Mr. Poace. Does he get the minerals? 

Mr. Camppeti. There may be minerals reserved in the patent 
under the desert-land entry. It is my recollection of the law that 
any lands on which there is the prospect of minerals, are not classified 
as available for desert-land entry. 

If it was not so classified and there happened to be minerals devel- 
oped, I think that the minerals would go. 
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The Department of Interior would issue the patent in those 
situations. 

Mr. McIntire. Who issues the patent? 

Mr. CampBeLL. The Secretary of Agriculture would have no 
authority to issue a patent. 

Mr. McIntire. If he defaults in the loan? 

Mr. CaMpBELL. Even so, the patent would be issued out of the 
Department of Interior. 

Mr. Poaae. That is the bill that you referred to, the 1949 bill? 

Mr. Campsety. The 1949 bill. 

Mr. Poaar. That requires the Secretary of the Interior to issue 
the patents when that is done? 

Mr. CampBett. Correct. 

Mr. Bupee. Could I make one further comment? 

Mr. Poaae. Yes. 

Mr. Bupar. I see no distinction from the practical standpoint be- 
tween the desert entry situation and an adjacent piece of deeded land. 

Mr. Poagr. That is just what I have been trying to find out, 
whether there is any distinction. 

Mr. Bupa@r. The land itself is practically valueless, whether it is 
deeded land or whether someone is coming in to establish a patent, 
eventually, through a desert entry. 

The security which the Farmers’ Home Administration has already 
loaned on in a number of instances out in my State on this deeded 
land, their security, s0 far as the land is concerned, is no better than 
the desert-entry man’s right because the land that is involved in two 
adjacent strips, one bedbcewii to the private owner and the other to 
the Government, the land itself is practically valueless. 

Mr. McIntire. Does not this factor come into it? In the case of 
the deeded land he gets title to it. In the case of the desert entry he 
has no title. All he has is the possibility of getting one. 

Mr. Bupae. There is no value in the title itself, in the property 
which is covered by the title. From the practical standpoint in 
making loans, I see no distinction. I think the security is just as 
good in the one instance as it is in the other. 

Your land becomes of value only after the improvements are placed 
upon it. It does not make much difference whether you have a 
mortgage on deeded land or whether you have a mortgage on what- 
ever interest the entryman has. 

Mr. Hermpurcer. Mr. Campbell or Mr. Budge, or both of you, 
we have gone through this procedure now of putting the lands up for 
sale, the entry up for sale. 

Does the purchaser of whatever you have to sell have to do anything 
except to pay the purchase price and any other incidental charges 
against the land in order to obtain good title to it? 

Suppose he makes no further effort, does he have to do anything 
except pay for the land in order to get title? 

Mr. CamprBe.u. Under Public Law 361, as now applied to reclama- 
tion projects and homestead entrymen, when the land is sold as surplus 
in liquidation of a Farmers’ Home Administration loan, all he has 
to do is to pay the charges against the land, and does not have to 
comply with the homestead and reclamation requirements usually 
appheable to entrymen. 
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And the same would be true if the amendment was enacted, putting 
desert-land entry in the same category. 

Mr. Hermpurcer. The patent automatically issues when the pay- 
ment is made and the like? 

Mr. CampBE.v. That is correct. 

Mr. Poaar. Any further questions? 

If not, we are very much obliged to you, Mr. Campbell, and to you, 
Mr. Budge. And the committee will pass upon this in executive 
session. 

Let us go back and pick up Mr. Abernethy’s bill which is H. R. 
1045. Mr. Abernethy is here. 


STATEMENT OF HON. THOMAS G. ABERNETHY, A REPRESENTA- 
TIVE IN CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT 
OF THE STATE OF MISSISSIPPI 


Mr. Asernetuy. Mr. Chairman, I do not think I will take over 5 
minutes, unless the committee insists on a longer time. 

Mr. Chairman and members of the committee: The purpose of this 
bill, H. R. 1045, is to simply give permanent status to the Soil Conser- 
vation and Domestic Allotment Act. 

This act was passed first in 1936 and, as I recall, it was given a 
2-year status. 

As all members of the committee well know the program has grown 
tremendously and has proven to be very popular and very useful, as 
well as very beneficial to American agriculture from one end of the 
United States to the other. 

And, Mr. Chairman, it is one of those programs in which every 
phase of American agriculture has a profound interest. 

Now, when the act was about to expire in 1938, it was continued for 
2 additional years. Then came 1940 and it was continued again for 
2-additional vears. And so on 10 consecutive occasions we have gone 
through the rather useless motion of continuing this program ‘for 2 
years at a time. 

Everyone knows, and I think everyone now agrees, that it has be- 
come a permanent part of the program for American agriculture. 

In the beginning, as I indicated a moment ago, it was not too 
important, but since that time it has gained tremendous momentum 
and has become important to every phase of agriculture throughout 
the country. 

It was contemplated in the beginning that the States would take 
over the program including its administration. 

For 21 long years the opportunity has been made available to the 
States to take over this function. And I think after the great length 
of time that has passed, everyone will concede that they are not going 
to take it over. 

They might want to administer it, I concede, but they are not going 
to take over its responsibilities and financing. Otherwise, they would 
have taken steps to do so long before now. 

In my judgment, it would be just as sound to turn over to the 
States the administration of the many other programs that we have 
for agriculture, such as the Farmers’ Home Administration, or the 
Soil Conservation Service. 
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It has been indicated by one farm organization in a letter which the 
chairman has before him, that this program probably ought to be 
reviewed every 2 years, and for that reason they raise some question 
as to whether or not we should enact this bill. 

The enactment of the bill would not prohibit the appropriate com- 
mittee of the Congress from reviewing the program every 2 years or 
at any other interval. 

A further answer to that complaint is, that the program is reviewed, 
not only every 2 years, but every year, as are nite programs for 
agriculture. 

The reviews are conducted by the Appropriations Committee. 
That is a distinct function of the Appropriations Committee, to deter- 
mine whether or not a program is moving along in such a fashion that 
it would be entitled to further financing by the Federal Government. 

So the objection—and this is from the American Farm Bureau— 
does not impress me too much, because the complete answer to it is 
that there is a review in the Appropriations Committee annually. 

The review is in the nature of determining whether or not the pro- 
gram has been sufficiently sound and is doing a good enough job to 
justify the appropriation of additional fund for the forthcoming 
fiscal year. 

In conclusion, Mr. Chairman, I have not found anyone that wants 
to repeal the program. There may be some, but up until now they 
have not announced themselves in the Congress or in the committee 
in the 12 years that I have been on this committee. Nor have I 
heard any announcement to that effect by any Member of the Con- 
gress during my entire service here of 14 plus years. 

American agriculture is tremendously interested in this program. 
I believe if any efforts were made to repeal it, it would be over- 
whelmingly defeated. 

So, the simple purpose of my bill is to just nail down and make 
permanent the program and eliminate the appearance that we make 
every other year to renew it. 

One thing that disturbs me about the renewal feature is that we 
never get around to it until just before adjournment. Just a few weeks 
before adjournment we begin to look around and see what we have 
failed to clean up in the way of legislation. This is one of those things. 
I am afraid that one of these days when adjournment is confronting 
us that the issues on the floor of the House may become so controver- 
sial, or that legislation may become so heavy, it may seriously en- 
danger, if not defeat, renewal of the act. 

The time has come for us to put the program on a permanent basis 
instead of bringing it up every 2 years and having a perfunctory move- 
ment on the floor of extending it. 

That is all I have to say, Mr. Chairman, unless there are some 
questions. 

Mr. Poags. Since you began testifying we have been furnished 
with a copy of the Department’s report on this matter. 

Mr. ApEeRNeETHY. I have not seen it. I have the Bureau’s letter. 

Mr. Poacr. You say you read the report? 

Mr. Asrernetuy. I imagine it is a facsimile of the American Farm 
Bureau letter. 

Mr. Poaae. I haven’t observed any difference. 
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Mr. Anernetny. They seem to have very good liaison between 
their two offices, I will say that. 

Mr. Poacs. But they both point out that your State is the only 
State in the Union that has suggested that it desires to avail itself of 
this to pay for this and so forth. 

Mr. AserNetHy. Well, Mr. Chairman, that was brought to my 
attention in 1952 that they had by some sort of enabling act down 
there put themselves in position to take it over, but I haven’t found 
anyone pressing the Department to turn it over to them, particularly 
the financing of it. I doubt that they will. And furthermore, the 
Department of Agriculture turned them down. 

Mr. Poaan. Are there any questions of Mr. Abernethy? 

We will make the report a part of the record at this point. 

(The report dated March 4, 1957 is as follows:) 


Marcu 4, 1957. 


Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture. 

Dear ConGressMAN Cooter: This is in reply to your request of January 31, 
1957, for a report on H, R. 1045, a bill “To amend the Soil Conservation and 
Domestic Allotment Act, as amended, and the Agricultural Adjustment Act of 
1938. 

This Department recommends against enactment of H. R. 1045 in its present 
form for the reasons stated below following our summary of the bill. 

H. R. 1045 provides for striking out all parts of sections 7 and 8 of the Soil 
Conservation and Domestic Allotment Act, as amended, which authorize admin- 
istration of the Agricultural Conservation Program through State plans and 
grants to States and which limit the period within which the Secretary of Agricul- 
ture is authorized to develop programs and make payments direct to farmers for 
the specified purposes. 

The proposed amendment of section 388 (a) of the Agricultural Adjustment 
Act of 1938 is purely technical to bring about conformity with the proposed 
redesignations of section references in this regard in the Soil Conservation and 
Domestic Allotment Act, as amended. 

Enactment of H. R. 1045 would empower the Secretary to exercise the authority 
conferred under sections 7-17 of the Soil Conservation and Domestic Allotment 
Act on a national basis for an indefinite period (without the necessity of seeking 
legislation every other year to extend the Secretary’s authority to administer 
a y Bavie Le except with respect to that part of section 16 which was amended 

blic Law 1021, approved August 7, 1956, authorizing a Great Plains Con- 
a Program to terminate on December 31, 1971. Enactment would not 
require any change from the present method of administering the program, 
he following facts are related to the purpose of H, ¢ 

(1) During the 21 years that States have had suahnatey to take action to 
administer the Agricultural Conservation Program enabling legislation has been 
enacted by and is still effective in 24 States and two insular areas. However, 
only one State plan (from the State of Mississippi) for State operation has been 
submitted to the Secretary (December 1951) and it was inadequate. 

(2) Since the original legislation was enacted on February 29, 1936, the Congress 
has extended the authorized period of Federal operation of the Agricultural Con- 
servation Program eight different times, for periods ranging from 2 to 5 years. 
The present authorization will expire on December 31, 1958. 

Since section 1 of H. R. 1045, if enacted in its present form, would eliminate all 
subsection designations in section 7 of the act, the words ‘‘and the provisions of 
section 7 (g)’’ in the proviso in section 15 of the act also would need to be stricken 
out. 

This Department believes that authority for operating the Agricultural Con- 
servation Program through State plans and grants (if and when States submit 
acceptable plans), as provided in section 7 (b)—(g), should not be repealed. This 
appears to be consistent with congressional policy expressed in the Agricultural 
Act of 1954 which amended section 8 (a) to provide that during the period of 
Federal operation of the program, “the Secretary shall carry out the provisions 
specified in section 7 (a) through State action as rapidly as adequate State laws 
are enacted and satisfactory State plans are submitted.’”’ However, it now seems 
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evident that it will not be possible in the near future for all States to assume the 
responsibility that was anticipated in 1936 when this provision was enacted. 
Since it is necessary, therefore, to seek from time to time congressional extension of 
authority for further Federal operation of the program, the Congress may wish to 
consider it desirable to amend only section 8 (a) of the Soil Conservation and 
Domestie Allotment Act, to provide authority for the Secretary to administer 
the program in each State until such time as the State submits an acceptable plan 
and assumes this responsibility. The following wording, instead of the provisions 
of H. R. 1045 in its present form would, we believe, accomplish this change. 
However, the Department would not wish to deprive the Congress of the oppor- 
tunity for a periodic review of the program. 

“That section 8 of the Soil Conservation and Domestic Allotment Act, as 
amended (16 U. S. C. 590g), is further amended by deleting subsection (a) and 
inserting in lieu thereof: 

(a) The Secretary shall exercise the powers conferred in this section to carry 
out the purposes specified in section 7 (a), in any year and in any State for which 
no State plan has been approved for such State pursuant to section 7: Provided, 
however, that the Secretary shall carry out the purposes specified in section 7 (a) 
through State action as rapidly as adequate State laws are enacted and satisfactory 
State plans are submitted. Notwithstanding the foregoing provisions. of this 
section and section 7, the provisions of this section with respect to the State, county 
and local committees of farmers shall continue in full force and effect for purposes 
other than the administration of State plans.” 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TruE D. Morse, Acting Secretary. 


Mr. Poaaer. And this is the only program of this kind which the 
law requires to be renewed every 2 years. 

Mr. ABprNetuy. That is right. 

Mr. Poaas. This is the only program. 

Mr. ABERNETHY I have no objection personally, to retaining in 
the law, the provision which would permit eventual transfer to the 
States. I have no objection to that. 

I do not think it will ever be consummated, to tell you the truth 
about it. If it is transferred to them and they find themselves finan- 
cially able to take it over and administer it, that suits me fine. 

What I want to do and what this committee ought to do is to get 
rid of this thing of calling this bill up every 2 years on the consent 
calendar of the House. 

Mr. PoaGcr. Otherwise shouldn’t we also require the Farmers Home 
Administration and these others to be in the same position? 

Mr. ABERNETHY. That is the point I want to make. 

Mr. Poaace. We do not want them to have to come to us and ask 
for authority to carry on research every 2 years. 

Mr. ABERNETHY. Certainly not. 

Mr. Poage. Would it not be just as logical? 

Mr. ABERNETHY. I| think it would be just as logical. It would be 
just as logical. 

Mr. McIntire. I think perhaps Mr. Abernethy has answered the 
question I have. There are two parts to this bill, 1 understand. 

One is for the permanent status of the Soil Conservation and 
Domestic Allotment Act. And the other provision would be to 
remove and to transfer it to the States. 

Mr. Anernetuy. That is correct. 

Mr. McIntire. Of the two, the one in which you have the greatest 
interest is that of permanent status. 

Mr. ABERNETHY. That is right. 
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Mr. McIntire. Thank you. 

Mr. Apernetnuy. That is right. 

I have nothing further, Mr. Chairman. 

Mr. Jounson. I haven’t had a chance to read the report. Does 
the Department object to the permanent status? 

Mr. Poacr. To adopt an amendment which would more or less 
make the thing permanent unless some State wanted to assume the 
responsibility. 

Mr. ABernetuy. I haven’t read the report. 

Mr. Poacer. It just came in since you went on the stand. It was 
just delivered a few minutes ago. 

Mr. AserNetuy. We requested the report back in January, I 
think. 

It was January 17, I understand. 
| And evidently, this hearing expedited it. 

Mr. Poagn. Of course, that is the point that you are making, that 
these things always drag on. 

Mr. AperNetuHy. That is right. 

Mr. Poags. And there isn’t any necessity of having to get caught 
in the end of the seasons’ rush every 2 years. We will have exactly 
the thing we have had with this report, nearly 2 months go by and 
you do not get the report. 

And, therefore, you finally wind up the last week of the session. 
Sooner or later we will lose the whole program. 

Mr. Anernetuy. The facts are that the Appropriations Committee 
makes its appropriation every other year in anticipation of the act 
being renewed. They will do the same thing next year if the law 
stays as it is. Actually unless we renew it there is no authority on 
the statute books to make that appropriation. 

So they make the appropriation in anticipation of the legislative 
authority being continued. They do that every other year. 

There is no question in the minds of the Appropriations Committee 
but that it is going to be renewed. There seems to be no question in 
the minds of anyone that it will be renewed. I think we ought to get 
rid of this thing of bringing it up in the last days of the session every 
2 years. That is the only objective in this legislation. 

Thank you, Mr. Chairman. 

Mr. Poaacr. Thank you, Mr. Abernethy. Mr. Williams, do you 
have anything to say on this? 

(No response.) 

Mr. PoaGe. Is there somebody here from the ACP? 

Mr. Kocer. I am Administrator of the Agricultural Conservation 
Program. I have a statement. 

Mr. Poaae. We will be glad to have you make a statement. 


STATEMENT OF PAUL M. KOGER, ADMINISTRATOR AGRICUL- 
TURAL CONSERVATION PROGRAM SERVICE, DEPARTMENT OF 
AGRICULTURE 


Mr. Koger. Thank you, Mr. Chairman and members of the com- 
mittee, [ am glad to have this opportunity to discuss with you the 
bill H. R. 1045. This bill would repeal that part of the Soil Con- 
servation and Domestic Allotment Act, as amended, which authorizes 
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administration of the agricultural conservation program through 
State plans and grants to States. 

The effect of it would be to withdraw the offer to States to admin- 
ister the program and result in the administration of the program as 
a Federal operation for an indefinite period. 

If H. R. 1045 were enacted it would not change the present method 
of administering the agricultural conservation program. 

The Department is not in favor of the enactment of H. R. 1045 in 
its present form. We do not believe that the Congress should change 
existing legislation so as to deny all States any opportunity to par- 
ticipate in administering the program. 

While no State government operation has been undertaken up to 
this time, there may he situations where State administration would 
be appropriate. 

State governments may wish to contribute either appropriations, 
services or both toward administration and operation of the program 
in their States, especially for conservation benefits which are par- 
ticularly desirable from a State standpoint. 

It is our feeling that the Department should stand ready at any 
time to join with and encourage any State that can carry out the 
program as efficiently or more efficiently than can be done through 
Federal operation of the program. 

This position, I believe, is consistent with the congressional policy. 
expressed in the Agricultural Act of 1954 which amended section 
8 (a) to provide that during the period of Federal operation of the 
program, the Secretary shall carry out the program through State 
administration as rapidly as adequate State laws are enacted and 
satisfactory State plans are submitted. 

It is for these reasons that we oppose the enactment of H. R. 1045 
in its present form. 

While the Department recognizes the necessity under present pro- 
cedures for congressional extension of the authority from time to 
time to enable the Secretary to carry out an agricultural conservation 
cost-sharing program with farmers, it would not wish to deprive the 
committee of the opportunity for a periodic review of the agricultural 
conservation program. 

It now seems evident that it will not be possible in the near future 
for all States to assume the responsibility that was anticipated in 
1936 when the provision for State administration was enacted. 

Under the procedure which has been followed since then, it has 
been necessary to seek from time to time congressional extension of 
the authority for further Federal operation of the program. 

During the 21 vears that States have had authority to take action 
to administer the agricultural conservation program, enabling legis- 
lation has been enacted by and is still in effect in 24 States and 2 
Insular areas. 

However, during that period only one State plan for State operation 
was submitted. That submission was in 1951 and was rejected by the 
Department on January 5, 1953. 

Since the original legislation was enacted on February 29, 1936, 
the Congress Has enacted necessary extensions of the authorized 
period of Federal operation of the agricultural conservation program. 

The extensions have been for periods ranging from 2 to 5 years: 
The present authorization for Federal operation will expire on Decem- 
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ber 31, 1958. It will therefore be necessary to seek congressional 
action with respect to this provision prior to that expiration date. 

The program for each year is formulated on the basis of a specific 
advance Congressional authorization granted in appropriation acts 
before the program for the year is announced by the Secretary. 

It is, therefore, our recommendation that the Congress retain the 
authority for States to administer the program after acceptable plans 
are submitted and approved and which would otherwise authorize 
the Secretary of Agriculture to administer the program in any State 
in accordance with present procedures. 

In our report to the committee on this bill, we included language 
which we believe would accomplish retention of authority for ad- 
ministration by any State submitting an acceptable program. 

Mr. Chairman, I appreciate this opportunity to appear before your 
committee to discuss this proposed legislation. Several other repre- 
sentatives from the Department are here with me. We will be glad 
to supply any additional information you desire or answer questions 
which you may have. 

Mr. Aspernetuy. The Department does not oppose the program; 
does it? 

Mr. Kocer. If Congress is satisfied. 

Mr. ABERNETHY. I mean the program, not the bill? 

Mr. Koger. No, sir; they do not. 

Mr. AperNetuy. It is in favor of the program? 

Mr. Kocer. Yes. ; 

Mr. Apernetuy. And you have been in your particular position 
only a short while, of course, but so far as you know the Department 
has never opposed the program? 

Mr. Kocer. That is right. 

Mr. ABERNETHY. Since its enactment in 1936. And so far as you 
know the Department has never interposed the first objection to the 
continuation of this program every 2 years by a new act? 

Mr. Kocer. That is correct. 

Mr. AperNetuy. And the Department will not oppose a bill next 
year or even now extending it 2 additional years? It would not, 
would it? 

Mr. Kocer. No, sir. 

Mr. Anernetuy. It would not? 

Mr. Koger. In my opinion, it would not. 

Mr. ABerNetTHY. Would it oppose it 4 years from now? 

Mr. Kocer. Well, as far as I know, no, sir. 

Mr. ABERNETHY. So far as you know. So, so far as you know 
right now, the program is just as permanent, so far as the Department 
feels about it, as is the soil conservation program or the Farmers’ 
Home Administration, or any other program that we now have for 
agriculture? 

Mr. Kocer. Yes, sir. 

Mr. ABernetuy. Though it has a short life status which has to 
be renewed every 2 years. I am sure that the Department is not 
telling the committee that the States have made an earnest effort or 
even the slightest effort to take over the administration and financing 
of the program; have they? 

Mr. Kocer. So far as I know, only one State has submitetd a plan. 

Mr. ABperNetuy. That was my State? 
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Mr. Koaer. That was Mississippi; yes, sir. 

Mr. ABERNETHY. They submitted their plan when? 

Mr. Kocer. In 1951. 

Mr. AperNetHy. And what happened to it? 

Mr. Kocer. It was rejected. 

Mr. ABERNETHY. It was rejected. And you rejected it? 

Mr. Koaer. The Secretary of Agriculture, Mr. Brannan. 

Mr. ABERNETHY. Does not that put the Department in a rather 
untenable position, to say we will wait for the States to submit a 
plan; and when a State submits a plan, they have turned it down, 
and yet you want to continue the program more or less as is, on the 
theory that they ought to have a night to take it over? 

Mr. Kocer. Well, with this particular plan I do not recall the 
reasons why it was rejected, but evidently it was not acceptable. 

Mr. ABERNETHY. It was not acceptable? 

Mr. Koger. No. 

Mr. ABERNETHY. So the Department found itself in the position of 
asking that, ‘we do not amend this law, let us not take this out, let 
us give the States an opportunity to take it over,” and when a State 
submits a plan, and the only State in the 48 States that submitted 
one is my own, the Department rejects it. 

What next would the Department expect of the State of Mississippi 
and other States in order to present something that they would accept? 

Mr. Koger. We hope that States will submit plans that will be 
acceptable. 

Mr. ABERNETHY. We have been so hoping for 21 years. That is 
right; isn’t it? 

Mr. Koacer. Since 1936. 

Mr. ABERNETHY. Since 1936? 

Mr. Koaer. Yes. 

Mr. ABERNETHY. Does the Department have any idea when the 
States might submit a plan that might be acceptable? 

Mr. Kocer. No; we do not. 

Mr. ABERNETHY. You do not? 

Mr. Koarr. No. 

Mr. ABERNETHY. So, so far as the Department knows right now, 
the States may never submit a plan that will be accepted? 

Mr. Koger. But the Department does not want to deprive the 
States of the opportunity of submitting a plan. 

Mr. ABERNETHY. That is right. Would the Department be agree- 
able to the submission of a plan to take over the Soil Conservation 
Service? 

Mr. Koger. No, I do not think so. 

Mr. ABERNETHY. You do not think so. Would it be agreeable to 
the submission of a State plan to take over the Farmers’ Home Ad- 
ministration? 

Mr. Koarr. I would not think so. 

Mr. ABERNETHY. I would not, either. I think you are right. 
Would it be agreeable to submitting a plan to take over the entire 
Department of Agriculture by the States? 

Mr. Koarr. No, sir, I do not think so. 

Mr. ABERNETHY. I do not, either. Then why should we go along 
piecemeal like this in anticipation of the States doing something 
which they have never done up until now for 21 years, and say, 
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‘Well, we think we ought to hold this opportunity out for them, they 
have never done it but they may do it in the future?” Why should 
we do that? 

Mr. Kocerr. That is something that I cannot answer for the 
Department. 

Mr. AserNetHyY. I will say this, and then I am through: The 
Department does regard this as an important thing? 

Mr. Koaer. Yes, sir. 

Mr. ABeRNeETHY. I am sure you do. They regard the program as 
being one of such benefit to American agriculture that they would 
not want to eliminate it or dispose of it. You do feel that it is a 
sound program? 

Mr. Kocer. Yes, I do. 

Mr. AperNetuy. That is all. 

Mr. PoaGn. If any State were to submit a plan that the Depart- 
ment would approve, is it not reasonable that they would submit that 
to this committee and in all probability get rather prompt action? 

In other words, it would not foreclose the right to come up here 
| with that and submit it. 
| Mr. AsernetHy. They seem to operate in the reverse. I have 
never heard of one from down in my State submitting a bill trying 
to take over the program. 

Let me ask this question: Is the objection premised on the desire 
of the Extension Service to take over the administration of this 
program? ; 

Mr. Kocer. I do not think so. 

Mr. ABERNETHY. You don’t think so? 

Mr. Koger. No, sir. I have no knowledge to that effect. 

Mr. ApernetHy. That is all. 

Mr. McIntire. In relation to the States that have passed enabling 
legislation, is there any part of the administrative work of this program 
which comes under the jurisdiction of the enabling legislation in any 
one of those States? 

Mr. Kocer. No, sir. 

Mr. McIntire. Then it is different from the enabling legislation of 
the soil-conservation district, is it not? 

Mr. Koanmr. Yes. 

Mr. McIntire. That program is administered at the Federal level 
and goes through the soil-conservation districts which are set up 
through the enabling legislation at the State level? 

Mr. Koger. The ACP program is administered through county 
ASC committees and State committees. 

Mr. McIntire. But there is a difference between the ASC and the 
SCS programs where the States do have enabling legislation, and ad- 
ministratively you move through the vehicle of the soil-conservation 
districts which are State and not Federal? 

Mr. Kocer. Yes, the ASC committee. 

Mr. Asernetuy. | have one other question. 

As I understand the attitude of the Department, it has no objection 
to putting the program on a permanent basis, provided we retain a 
provision that would in the future permit the States to take it over? 

Mr. Koger. Providing that this committee would be satisfied with 
the review that is given each year by the Appropriations Committee. 
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In other words, we do not want to deprive the Congress of the 
right to review the program from time to time. 

Mr. ABeRNeETHY. I do not recall any particular review we have 
had of the program in this committee. That has been a function of 
the Appropriations Committee. 

Mr. Poace. Are there any further questions? 

Mr. Hacen. The only complaint of the ACP program which I have 
heard is that too much of the payments are made for what might be 
determined to be practices which go into production of annual crops, 
rather than having any long-range impact on true soil and water 
conservation. 

Presently does the Secretary have enough authority to control the 
direction of these payments? 

Mr. Koger. Yes, [ would think so. We have the legal division 
represented here. 


STATEMENT OF W. K. SCHOONOVER, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Scnooonover. Mr. Chairman, the Secretary has very broad 
authority. He can impose whatever conditions he thinks are neces- 
sary and appropriate to see that the program is carried out consistent 
with the purposes of the act. And any condition consistent with 
those purposes that he wants to put in the regulations, certainly it is 
within the legal authority he has. 

Mr. Hacen. To amplify that, for example, a lot of these payments 
go for putting fertilizer on an annual crop. It does not accomplish 
any long-range conservation or soil or water. 

Mr. Scnooonover. I think perhaps the program people ought to 
answer that, but I do not believe that is correct. We would not pay 
for fertilizer for an annual crop. I expect Mr. Ritchie had better 
answer that. 


STATEMENT OF F. A. RITCHIE, DEPUTY ADMINISTRATOR, 
AGRICULTURAL CONSERVATION SERVICE 


Mr. Rirenite. Mr. Chairman: 

As of now, sir, the only payment that is made for fertilizer is for 
that which is supplied in connection with the establishment of con- 
servation cover. And generally that is for cover that occupies the 
land for some time. 

There are some annual-type covers that have to be established in 
the summer or in the fall, but those are not crops to the extent that 
the farmer sells the product of that planting. Those are annual 
legumes and grass. They are planted to protect the land from wind 
or water erosion over the summer or the winter. 

Most of the fertilizer applications are in connection with establish- 
ing long-term cover, long-term legumes, or grass seedings which 
bring about a change in the land use and keep it tied down for a long 
time. 

Mr. Hacen. I am glad to hear that. 

Actually, the way these practices originate in given States is that 
the local State ASC committee makes a recommendation as to what 
they will make a payment on. It has to be counterapproved by the 
Secretary himself. Isn’t that correct? 
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Mr. Ritcuie. Yes, sir; that is correct. 

Mr. Hacen. The Secretary does have complete control of the 
program? 

Mr. Rircuis. Yes, sir; a national program is developed each year 
for the practices that the Department considers of sufficient merit to 
justify cost sharing. 

From that program the State ASC committee, the State conserva- 
tionist of the Soil Conservation Service and a representative of the 
Federal Forest Service in consultation with the other State and 
Federal agencies that are interested in conservation in the State 
develop a State program. 

From that State program a similar group develops a program within 
each county. 

So that the practices are controlled by the national office. 

Mr. Poace. Are there any further questions? 

If not, we are very much obliged to you gentlemen. 

The committee will take this bill under consideration. And we 
will pass to the next one. 

Actually, the next bill is a bill that was introduced by Mr. McIntire, 
Mr. Avery, Mr. Weaver, and myself. But I see that Mr. Sikes has 
been waiting a long time. It is all right with you to pass on and take 
out of order Mr. Sikes’ bill, H. R. 5497? 

Mr. McIntire. Perfectly all right. 

Mr. Poager. We will hear from you, Mr. Sikes. 


STATEMENT OF HON. ROBERT L. F. SIKES, A REPRESENTATIVE IN 
CONGRESS FROM THE THIRD CONGRESSIONAL DISTRICT OF 
THE STATE OF FLORIDA 


Mr. Sixes. Mr. Chairman, that is very considerate and I do appre- 
ciate your thoughtfulness. 

The chairman, and the committee of course, have been very much 
interested in the Watershed and Flood Prevention Act, and have 
contributed very substantially toward the success of that act. 

And I am sure that you agree that it is highly important legislation. 

I have introduced H. R. 5497 which is an amendment to the Water- 
shed and Flood Prevention Act which would enable the Federal Gov- 
ernment to participate in financing projects of a recreational nature 
when those projects provide a major portion of the income of the 
immediate vicinity of the project. 

In my district, and I am sure this also is true in many other districts, 
there are communities whose economic conditions are directly or 
indirectly based on recreational activities and the businesses which 
stem from those recreational activities. 

I feel that these communities should not be discriminated against 
for their lack of other sources of income such as agriculture. 

On the contrary, they should be given the same privilege of financial 
participation in the watershed program as other communities with 
economic factors whose development is assisted by Federal financing. 

In connection with this, Mr. Chairman, I would like to quote from 
the Presidential Advisory Committee report on Water Resources 
Hed dated December 22, 1955. Page 31 of that report reads as 
ollows: 











CREDIT AND CONSERVATION 29 


The committee has considered many cost-sharing proposals and has weighed 
carefully the elements of fairness to all concerned and precedents for sharing the 
cost of other programs. 

Further, it gave due recognition to the types of benefits accruing to individuals, 
groups of individuals, local and State governments, and the Nation as a whole. 

It was unable to discover for all cases a completely equitable yet practicable 
procedure for cost sharing based solely on the principle of sharing costs in pro- 
portion to benefits. 

The committee recommends, as a general policy, that all interests participate in 
the cost of projects in accordance with the measure of their benefits, and that the 
Federal Government assume the cost of that part of projects where the benefits 
are widely dispersed and represent substantial contributions to the general 
economie growth of the country or region, or to the national defense. 

On page 32, the policy report states: 


The committee believes that the enhancement or improvement of basie recre- 
ation facilities (provision for access, public health, safety, and protection) and 
fish and wildlife resources of less than national significance should be treated in 
accordance with the general cost-sharing procedure proposed herein. Those of 
national significance should be financed entirely by the Federal Government. 

You see, gentlemen, the amendment that I am offering conforms 
with the recommendation of the President’s Committee. 

The amendment which I offer will have an important effect through- 
out the Nation, and I think would be of great benefit. 

Quite frankly, my interest in it was activated by a situation which 
has arisen in my own district where we are seeking a watershed project 
for the Dead Lakes area which has long been famous for fresh-water 
sport fishing. 

In recent years a low-water table has virtually destroyed that once- 
important industry which always has been the chief source of income 
for the residents of the area. 

Now you go out to that area and you will find 10 to 20 boats a day 
on the huge lake which covers a substantial part of two counties. 
For comparison of better times there are pictures in existence taken 
from aircraft in the hyeday of this area which showed as many as a 
thousand boats on the lake. 

Now the industry is virtually gone. An additional detriment to a 
constant water level in this area has been provided by the construction 
of the Jim Woodruff Dam on the Apalachicola River. The level of 
the river has considerable influence on the level of the water in the 
Dead Lakes and floodwaters which are impounded above the dam are 
not now available to help restore the needed water level in the Dead 
Lakes. 

As an illustration of this, the average gage reading prior to the con- 
struction of the dam was 5.9 feet. Since the dam has been built the 
gage has fallen to an average of 3.1 feet. 

A watershed project which would provide a Tumbler Dam for Dead 
Lakes and maintain a constant water level would be a comparatively 
inexpensive item. Because the lake has a narrow mouth the project 
would be built at an estimated cost of $150,000. 

This is one type of recreational project that would benefit from this 
legislation. There are others which are equally important to their 
communities. 

Now these projects cannot participate because the present law does 
not permit contributions by the Federal Government to the projects 
that are based principally on recreation. Obviously, recreation in 
many areas in the Nation is just as important a source of livelihood to 
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the people that live there as would be agriculture in other areas. 
However farmers also have an important stake in this amendment. 

I trust that the amendment will be approved so that recreation 
when it provides the major source of income for an area can be placed 
on the same basis as those activities which are now authorized for 
Federal financial participation in watershed projects. 

Of course, I will be glad to answer any questions the committee may 
wish to ask. 

I would like to indicate the presence here of the representatives of 
the United States Department of Agriculture, representatives of the 
Florida State Game and Fresh Water Commission, and of the Federal 
Fish and Wildlife Service. 

And Mr. Matthews, a member of your committee who is cosponsor 
of the important watershed amendments which Congress enacted in 
the last session, would like to be heard. 

Mr. Poaar. Very well. You may proceed. 


STATEMENT OF HON. D. R. (BILLY) MATTHEWS, A REPRESENT- 
ATIVE IN CONGRESS FROM THE EIGHTH CONGRESSIONAL 
DISTRICT OF THE STATE OF FLORIDA 


Mr. Marruews. Mr. Chairman, I appreciate having this oppor- 
tunity, immediately following my colleague’s testimony, to say that 
I share his views. 

I appreciate the excellent statement that he has made. And I 
certainly hope our committee will give favorable consideration to his 
bill. 

I just wanted to make that statement. I have no particular ques- 
tions to ask. 

Mr. Poacr. Mr. Sikes, it seems to me that there is a reference here 
to cost. Do you propose to have the Federal Government pay all of 
this cost? 

Mr. Sixes. Not to pay all of the costs but to pay in the same pro- 
portion that they are now paying for agriculture and flood-control 
projects. There would be cases where the Government would pay 
all of the costs. 

Mr. Poaan. Under a bill we passed last year it would provide that 
the Federal Government would pay all of the reclamation costs. 

Mr. Sixes. It is my belief that the Government would participate 
percentagewise in the same manner as it does at present. 

Mr. Jounson. The cost of the dam is not now a part of that, is 1t? 

Mr. Poacre. Mr. Heimburger says he has that now. 

Mr. Heimspurcer, The amendment that the gentleman’s bill would 
make is to a section of the bill which is amended by your bili. And 
the relevant provision now reads—section 4 of the act: 

The Secretary shall require as a condition to providing Federal assistance for 
the installation of works of improvement that local organizations shall 
and then there is a (1), and here comes number (2) 

(2) assume such proportionate share of the cost of installing any works of im- 
provement involving Federal assistance as may be determined by the Secretary 
to be equitable in consideration of anticipated benefits from such improvements 
involving Federal assistance which is applicable to the agricultural 
phases of the conservation development and disposal of water. 
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And at that point then you put in the words “or for recreational 
or fish and wildlife development.” 

It would fall within that provision of the act which requires the 
assuming of part of the cost by the local organizations. 

Mr. Sixes. That is the intention of my amendment. 

Mr. Poaae. It requires the local people to assume a portion of the 
cost? 

Mr. Sixes. J understand that. 

Mr. Poaae. It does not affirmatively require the Federal Govern- 
ment to assume a portion of that cost; is that right? 

Mr. HermsBourcer. | think the contrary is true. The necessary 
implication is that the Federal Government would assume a part of 
the cost. 

Mr. Jounson. Wouldn’t it be proportioned to other agricultural 
acts? 

Mr. Sixes. It is the intention of the amendment to make recreation 
proportionate with agriculture in Federal benefits. 

Mr. Hermpurcer. Mr. Sikes, this bill amends a provision of a 
former bill. 

Mr. Srxes. That is correct. 

Mr. HermpurGer. It leaves out one of the changes, that it does not 
amend the overall authorization section of the act which is section 2. 
I believe your previous bill did that. 

Have you determined upon consultation with the people who are 
familiar with the administration of this act that it is not necessary to 
enlarge the general authorizing clause? 

Mr. Sikes. That is the reason for the reintroduction of the bill in 
the present form. It was after consultation with the agency of 
Government which will have to administer the bill, and upon their 
recommendation, that the present changes were made. 

Mr. HempBurGer. Thank you. 

Mr. Poage. Are there further questions of Mr. Sikes? 

Mr. McIntire. It seemed to me, Mr. Chairman, when we were 
considering your bill, we broadened the general area of application of 
that legislation a vear ago. 

Mr. Poacr. That was added in order to enable the Soil Conserva- 
tion Service to participate. 

Mr. McIntire. Do | understand that it is the intention of this 
bill, Mr. Sikes’ bill, to broaden the gerreral application of the whole 
legislation to take it out of the field of agriculture and bring it over 
into the field of recreational and fish and wildlife management? 

Mr. Srkxes. It is intended only to include ree reational projects and 
those involved in fish and wildlife activities on the same basis as 
agriculture under existing legislation. 

That is the substance and intent of the bill. 

Mr. MelInrire. Is it intended by this amendment that the partici- 
pation on the part of the Federal Government in the recreational and 
fish and wildlife development practice shall be in relation to agricul- 
ture, or are these to be taken separately and apart from agriculture? 

Mr. Sikes. These are to be taken separate and apart from agri- 
culture. There are areas where agriculture is of very little conse- 
quence, but where recreational activity may be the major source of 
income. This amendment as I said in my statement, is based directly 
on the recommendations of the President’s Committee. 
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Mr. McIntire, What I am trying to develop was that my under- 
standing of the Watershed Protection and Flood Prevention Act was 
that it is related to projects concerning agriculture and there is a 
tie-in there. 

Why I first raised the question on the legislation last year was in 
relation to the disposal of water. My recollection of that, too, was 
that it was tied to the agricultural work. 

Mr. Jounson. That was one of the ideas that was developed along 
with it. 

Mr. Poace. Any further questions? 

Mr. Jounson. Under last year’s legislation the recreational bene- 
fits could be developed so long as they went along with the watershed 
works. 

This particular legislation sets that up as a separate project. Am 
I right, Mr. Sikes? 

Mr. Sixes. It is my understanding at the moment that the Federal 
Government cannot participate directly in a development of a 
recreational project. 

Mr. Jounson. Unless it goes along with the watershed and flood 
prevention projects. As an aftermath in setting up one of these proj- 
ects you can develop it now for recreational projects along with it. 

Mr. Sixus. Yes. 

Mr. Jounson. You want to set it up as a separate thing? 

Mr. Sixes. I want reereational projects considered separately and 
apart from agriculture where they constitute the principal income. 

Mr. Poagr. Do you contemplate asking at the same time for a 
change in the flood-control law? 

Mr, Sixes. I have no present plans for any legislation other than 
this. 

Mr. Hacen. There are proposals along that line. 

Mr. Poaae. This is flood prevention as distinguished from. flood 
control. 

Do you contemplate seeking to put the same formula in the authori- 
zation for flood control? 

Mr. Sixes. Not at this time. 

Mr. Poagr. Do you think it should be done? 

Mr. Srxes. Well, frankly, I haven’t progressed that far, Mr. Chair- 
man, in my thinking on the matter. It would seem there is justifica- 
tion for it. 

Mr. Poagr. Any further questions? If not, we thank you verv 
much. 

Mr. Sixes. Thank you. 

Mr. Poagr. Next is Mr. Don Williams. 

Do you have a statement to make? 

Mr. WrutiaMs. Yes. 

Mr. Poacr. You may proceed. 


STATEMENT OF DON A. WILLIAMS, ADMINISTRATOR, ACCOM- 
- PANIED BY CARL B. BROWN, DIRECTOR, PLANNING DIVISION, 
SOIL CONSERVATION SERVICE 


Mr. Witutams. Mr. Chairman, I have a brief statement which will 
contain a little bit of repetition of some things that were just men- 
tioned here with reference to the water resources policy recommenda- 
tions that the President sent to the Congress. 
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We appreciate this opportunity to testify on H. R. 5497, a bill to 
amend the Watershed Protection and Flood Prevention Act. 

Section 4 (2) (a) of the Watershed Protection and Flood Preven- 

tion Act, as amended, provides that— 
The Secretary shall require as a condition to providing Federal assistance for the 
installation of works of improvement that local organizations shall * * * as- 
sume * * * such proportionate share, as is determined by the Secretary to be 
equitable in consideration of direct identifiable benefits, of the costs of installing 
any works of improvement, involving Federal assistance, which is applicable to 
the agricultural phases of the conservation, development, utilization, and dis- 
posal of water * * *, 

H. R. 5497 would add at this place “or for recreational and fish 
and wildlife development.”’ 

Thus, recreation and fish and wildlife developments would be eligi- 
ble for some degree of Federal cost-sharing as a part of watershed 
projects if the Secretary finds that they produce other than direct 
identifiable benefits. 

The provisions of H. R. 5497 are consistent with the recommenda- 
tions contained in a Report of the Presidential Advisory Committee 
on Water Resources Policy which was transmitted to the Congress 
by the President on January 16, 1956. 

Under the heading of ‘‘Recreation and Fish and Wildlife’ this 
report states (p. 32): 

The committee believes that the enhancement or improvement of basic recrea- 
tion facilities (provision for access, public health, safety and protection) and 
fish and wildlife resources of less than national significance should be treated in 
accordance with the general cost-sharing procedure proposed herein. 

The general cost-sharing procedure described in this report (p. 31) 
is as follows: 

The committee recommends, as a general policy, that all interests. participate 
in the cost of projects in accordance with the measure of their benefits and that 
the Federal Government assume the cost of that part of projects where the 
benefits are widely dispersed and represent substantial contributions to the 
general economic growth of the country or region, or to the national defense. 

The division of costs between Federal and non-Federal entities should be 
equitably determined on the basis of the degree and character of the respective 
interests, and the ability to identify direct beneficiaries. 

Where the project is primarily of a local character, and where beneficiaries are 
readily identifiable, the Federal Government’s contribution should be limited, 
with the non-Federal interests bearing a substantial portion of the construction 
costs of the project as well as the replacement maintenance, and operation costs. 

Printed copies of H. R. 5497 have not yet become available to the 
Department and the Bureau of the Budget. It has not been possible, 
therefore, to establish any policy position on this proposed amend- 
ment. 

As a matter of principle, however, the Department would take the 
view that recreation and fish and wildlife benefits of more than local 
character must be fully demonstrated before any Federal cost-sharing 
would be provided for installation of works of improvement. 

Significant benefits of national or regional character should accrue 
to justify Federal cost-sharing. The Department reaffirms its position 
that the costs of producing purely local benefits should be borne by 
local organizations and that benefits which are confined within the 
limits of a State should be the primary responsibility of State gov- 
ernment and local organizations. 
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Moreover, in the selection of projects for Federal assistance the 
Department would ordinarily give lower priority to projects in which 
recreation and fish and wildlife were dominant purposes than to those 
projects which were primarily for watershed protection, flood preven- 
tion, and agricultural water management. 

On the other hand, it is our conviction that all types of water- 
management needs should be provided for in watershed projects. 
Where recreation and fish and wildlife are important elements in 
multiple-purpose watershed protection and development, they should 
be given full consideration in keeping with the potential benefits which 
may stem from them. 

I might add to that, Mr. Chairman, that in several of the Public 
Law 566 projects that are now in the watershed planning stage that 
there are a number of recreational interests and fish and wildlife 
interests involved, and that even though the present act does not 
permit through the cost-sharing provisions in the Federal Government 
sharing in the cost of recreational and fish and wildlife purposes, that 
features of programs desired by local people are being included in 
the watershed plans even though they are being paid for by other 
than Federal Government sources. 

Mr. Brown is here with me, who is more conversant with the de- 
tails of some of these than Iam. Perhaps between us we can answer 
some questions. 

Mr. Poace. Mr. Brown, do you have any statement to make? 

Mr. Brown. No, sir, I do not. 

Mr. Poage. Are there any questions of either? 

Mr. Hermpurcer. At the present time you say you can include 
facilities for or related to fish and wildlife and recreation as part of a 
project undertaken under this, is that correct? 

Mr. Wriit1aMs. That is correct. 

Mr. Hermpurcer. If they are included at the present time. How- 
ever, if they are not included they can be included only on the basis 
that the local agency must seek the inclusion of such on the basis of 
national interest. 

Mr. Wruuiams. That is correct. You see, the projects developed 
under Public Law 566 are not Federal projects but local projects. 
Therefore, the watershed plans that are developed are local plans 
and they have the right to include anything in those plans that they 
choose to include. 

The financial participation must be limited by the purposes of 
the legislation as it stands at any given time. 

Mr. Hermpurcer. What recreational or wildlife projects costs 
would be considered of such importance to the national interest where 
the Federal Government would participate in the cost of such national 
interest? 

Mr. WituraMs. That is a little difficult to accurately define. How- 
ever, there are benefits of a secondary nature that are still tangible 
benetits that accrue to an entire area, which have a degree of general 
public interest, as contrasted to something which would be purely 
of local benefit such as local sales of sporting goods or something of 
that sort. 

So I think that the given situation would have to be appraised to 
determine what percentage or what degree of general public interest 
there would be involved. 
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I doubt that any specific formula could be made to apply to a 
number of different cases. 

Mr. Hermpurcer. | know this calls for a little expression of opinion 
on your part. But, do you suppose that if this were in the law that 
most of the proposed recreational or fish and wildlife projects would 
have enough national interest or regional value that you would feel 
compelled to participate in the cost? 

Mr. Witirams: I think that a fairly high percentage of them would 
have some degree. But I think many of them would probably not. 

Mr. HermpurcGer. In your opinion, if this bill were enacted, would 
this enable you to establish a project under the act solely for the 
purposes of development of fish and wildlife or recreational and 
wildlife programs? 

Mr. WiuuiaMs. It is my opinion, Mr. Heimburger, that the basic 
purpose of the act is one of watershed protection, of land treatment, 
supported by supplemental measures for the purposes of flood pre- 
vention and for agricultural waters use. 

If the fish and wildlife and recreational purposes were added to the 
agricultural purposes it would not change the requirement of the act, 
the basic requirement of the act, of a watershed treatment or watershed 
protection activity, for watersheds up to 250,000 acres in size. 

So it would seem to us, that while they might not be specifically 
excluded it would be a matter of essentially low priority with respect 
to the total purposes. 

Mr. Poaar. Let me ask, how much money did you ask for this year 
for the flood prevention program? 

Mr. Wituiams. The sum of the 566 activities and the pilot projects 
which are still in operation, I believe was $25% million for the 1958 
budget. 

Mr. Poacr. Now then, if you add the recreational projects how 
much money do you anticipate that would add to your needs? 

Mr. Wiuiams. I do not know whether we have any estimate on 
that or not. 

Mr. PoaGer. If we passed this bill, would you ask for a supplemental 
appropriation? If you do not ask for a supplemental—let the record 
show that Mr. Brown said ‘‘no,” by shaking his head. 

I will ask you. You can answer it on the record and get it down 
rather than shaking your head. 

If we pass this bill, will you ask for a supplemental appropriation? 

Mr. Wiis. I seriously doubt the Department would ask for a 
supplemental appropriation. 

Mr. Poaar. If you do not ask for a supplemental appropriation, 
then will you take the money that you have already felt that you 
need for agricultural products, to develop recreational projects? 

Mr. Witurams. Mr. Chairman, the budget estimate that is now 
before the Congress for this watershed activity is projected on a 
certain number of watersheds that are anticipated to be authorized 
for operations to and including 1958 fiscal year. 

Those projections have been made on a type of program which does 
not include Federal expenditure for recreation, fish and wildlife. 

So to the extent that there were additional increments for other 
urposes added, it would either reduce the amount of funds available 
or the other purposes or require an additional amount of funds beyond 

those purposes. 
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Mr. Poace. That is what I was afraid of. It would make me feel 
better about this bill if you would ask for supplemental appropriations 
to pay the bill. You certainly have no fat in your request for flood 
prevention projects, have you? 

Mr. Wituiams. That is correct. 

In view of the fact that the executive branch has not taken a position 
on this particular legislation, from the standpoint of legislative author- 
ity, I simply do not know whether or not there would be a request 
made for a supplemental. 

But we would be faced with that kind of a problem. 

Mr. Poagee. In all fairness, if you recommend the bill, shouldn’t 
you in all fairness ask for money to pay the bill rather than to start 
these projects? 

Mr. WiuuiaMs. I suspect that if the report on the bill by the 
executive branch, including the Bureau of the Budget were favorable, 
that that sort of anticipation would be present. 

Mr. Poace. Well, I think you can understand while I am very 
friendly to the recreation projects, I do not think that we should 
propose something here that will reduce the amount of money that is 
available to carry on this program. 

Mr. Brown. Mr. Chairman, I believe there is one aspect that 
should be fully understood, that the amendment as enacted last 
session, Public Law 1018, provides now the full authority for fish and 
wildlife and recreation as well as municipal water supply and any other 
phases of water management. 

Mr. Poaae. I know it does. But it provides, Mr. Brown, that the 
city or the communities that want those features in their program, 
will pay the cost of it. 

Mr. Brown. It provides cost sharing for structural measures into 
three categories. 

For flood prevention the Federal Government pays all of the cost. 

For nonagricultural purposes the Federal Government pays none 
of the costs at present which includes municipal supplies, and so forth. 

Mr. Poacr. That is right. 

Mr. Brown. For agricultural water management, mainly irrigation 
and drainage it pays on the basis of the proportion of benefits as 
described. 

This amendment would simply take out of the category of non- 
agricultural purposes and put it up into the category of agricultural 
water management. 

The Department would still have full control, of course, on the 
selection of projects—the administrative selection of projects, as be- 
tween those that had different purposes dominant—would still be a 
a matter of administrative control. 

This amendment would not change the conditions under which the 
Department would give priority. 

Mr. Poace. I know that but if you make this amendment effec- 
tive—if it does anything—if it does anything at all, it is going to 
increase the expenditure of the Federal Government. 

Mr. Brown. If the Department should choose to give assistance 
on and recommend for approval those projects which had substantial 
recreational interests in them, it would involve a higher cost to the 
Federal Government. 

Mr. Poaae. And less money for the agricultural phases. 

Mr. Brown. That is right. 
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Mr. Poacn. Which means we would slow down the program. I 
haven’t any objection at all to the recreational features. I think 
pa are good. I think they are fine. 

But I don’ on’t think you ought to come in here and reduce the already 
very meager sums that you have for agricultural purposes. And that 
is exactly what this will do, if you leave it as it stands, won’t it? 

Mr. Wirtiams. It would be my opinion, Mr. Poage, that both the 
executive and the legislative appropriations branch of Congress would 
have to give serious consideration to the impact of this and the 
availability of funds, if that sort of legislation were passed. 

Mr. Poacs. I know. But I don’t want to pass a bill which says 
for us to reduce this activity which we all think is good, and then 
just hope that Mr. Whitten’s committee will come along and give some 
additional money. In fact I would be afraid that the Department of 
Agriculture would come down and say, “‘Do not give it”? because that 
is what I gather from your testimony, that we cannot increase the 
budget—the President has said so—and therefore, you cannot come 
down here and say to Mr. Whitten, ‘“‘We are going to need some more 
money.” 

And the result is that when Mr. Whitten asks if you need some more 
money you will have to say, “Under the recommendations of the 
President’s budget we cannot suggest that we need any additional 
funds.” 

And Mr. Whitten then is going to say, ““‘Why, of course, I will not 
give you more money if you do not want it.” 

And the result will be that you are going to stop work on the agri- 
cultural aspects of some watershed project. 

It either will do one of two things: The bill will be utterly meaning- 
less because you will not approve any recreational projects or you will 
take the money out of agricultural projects. 

Does it not simmer down to that? 

Mr. Wiuuiams. Yes, it becomes a competitive basis for the use of 
available funds. 

Mr. Poaar. That is all I have to say. 

Are there any further questions? 

Thank you gentlemen very much. 

The committee will consider this bill in executive session later. 

Mr. Sixes. I notice the time is running short but there are here 
representatives from the Florida Game and Fresh Water Fish Com- 
mission. 

Mr. Poaaer. I beg your pardon. Our time is running very short 
but we do not want to cut off any witnesses. Who would you like 
to call? 

Suppose you take over and call your witnesses. 

Mr. Sixes. Thank you very much, sir. It would be helpful if we 
hear from Mr. Earl Frye, Assistant Director of the Florida Game and 
Fresh Water Fish Commission. 


STATEMENT OF EARL FRYE, ASSISTANT DIRECTOR, FLORIDA FISH 
AND WILDLIFE COMMISSION 


Mr. Frye. Gentleman, I am quite certain that there are at least a 
million fishermen in the State of Florida that find it difficult to under- 
stand why the Federal Government consistently ignores recreational 
values in these engineering projects. It is a situation that we cannot 
understand. 


a 
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In Congressman Sikes’ particular situation in Dead Lakes, it is an 
important watershed, water conservation area there. 

While we have general interest in this amendment because of its 
widespread potential value for recreational projects throughout the 
State of Florida, I have some specific information which should help 
to show the importance of recreational activities in the case of the 
Dead Lakes watershed project referred to by Congressman Sikes. 

In 1954-55 the Game and Fresh Water Fish Commission com- 
pleted a survey based on interviews of fishermen, fish camp operators, 
and counts of fishermen using Dead Lakes. From this survey it 
was calculated that there was at that time an average of 39,946 
man-days of fishing on Dead Lakes per year. We have no figures 
or cost per day of fishing for Dead Lakes itself, but such figures are 
available for other parts of the State which show an average cost 
of $7.24 spent by a fisherman for a day of fishing. Combining the 
number of fishermen days with this average cost per day results in 
an estimate of $289,209 per year spent by fishermen in the Dead 
Lakes Area. 

We feel that this is a conservative evaluation of fishing in the 
Dead Lakes area for two particular reasons: At the time this survey 
was conducted, the Dead Lakes had already begun to suffer from the 
protracted drought we have had in northwest Florida and fishing 
conditions were not as good as could be expected with the optimum 
water level. Secondly, it is believed that the cost per day of fisher- 
men would be higher on Dead Lakes than the $7.24 figure-used in 
these calculations because of the unusually high percentage of non- 
resident fishermen normally utilizing Dead Lakes. 

We are, of course, not in position to accurately predict the economic 
value of fishing in Dead Lakes in the event the water levels were 
maintained at optimum conditions by the proposed dike. Never- 
theless, there isn’t the slightest doubt in our mind that with such 
optimum conditions and considering the increasing human population 
and demand for recreational facilities, the annual value of fishing in 
Dead Lakes would exceed one-half million dollars. In small counties, 
such as Gulf and Calhoun, an expenditure of one-half million dollars 
per year obviously has an important economic impact upon the 
community. 

We need the water for watershed management program. And 
yet, under the present law, we are unable to recognize officially the 
major use of that water which is for recreation. 

I am quite certain that the sportsmen of the entire nation feel that 
way about it. 

Mr. Poaae. Let me ask you this, you can understand my concern 
about taking the money away from agricultural projects. 

Mr. Frye. Yes, sir, 1 do. But I do not think that it is quite that 
cut and dried. 

I believe that if the official recognition were given to recreational 
projects that it would not necessarily deduct from the agricultural 
benefits. 

In this particular case, for example, we need the project on the 
Dead Lakes out there. It has certain agricultural benefits. But 
the major benefit is to recreational facilities. 

Mr. Punivt. And unless we can get more money—and let me make 


it plain now, I agree, I think that Mr. Sikes has a splendid idea, and 
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see no reason why the Federal Government should not recognize the 
value of recreational projects—I really do feel that. But it is im- 
portant that we ought to recognize this,is the Committee on Agri- 
culture. Our primary business is to look after agriculture. 

I think you will recognize that if we did not do that we ought not 
to be sitting here. We haven’t got any more money than we need. 
In fact, Dr. Williams, we have got at the present time 84 projects 
pending in my State and you are approving 13 of them, is that about 
right? 

Mr. Brown. There are about 110 projects. 

Mr. Poaaer. It has gone up then. The number has gone right up 
and doing so every day. 

Mr. Sixes. It appears to me that this may not be quite as serious 
a problem as you may fear. 

I think you are night in bringing up this question. I certainly 
agree with you that there isn’t money enough now for the things that 
are under consideration which should be done. 

But the inclusion of projects for additional purposes is something 
that would take time. Screening and approval are lengthy processes. 

It is doubtful that those projects could be included in the budget 
that is now before us, for fiscal 1958, even if this amendment were 
approved immediately. 

We are seeking a change in permanent law which will be helpful in 
the future. Funds for the new projects would very probably have 
to be included in the next budget. 

Mr. Poace. I do not want to interrupt your statement. Maybe 
we can clear this up right now. As I understand it, if we were to 
pass this today, if it were to become law today, would it not then 
make it possible for the Soil Conservation Service to pay a portion 
of the recreational costs on projects that have already been approved 
as agricultural projects where the local people are paying all of the 
recreational costs now. 

Mr. Winuiams. Certainly, any projeets that are in the planning 
Stage with recreational aspects would ‘be needed to be taken into 
account. And if there were Federal funds involved in those, why, 
certainly, it would have the impact that you suggest. 

The ones that are already approved for operation in which there has 
been a definite agreement for a specific program already cleared 
through the various departments, the only thing to be done there 
would be to reopen it for further consideration. And that might or 
might not result. 

Mr. PoaGce. Do you not think, as a practical matter, we would have 
to reopen those projects? And do you not think common justice 
would require it? 

You do not have any recreational features in the Brushy Creek 
project. But let us assume that we had a provision to spend a quarter 
of a million dollars there for recreation, all of which we would have 
had to have agreed to pay ourselves, wouldn’t we, under the existing 
law? 

Mr. Brown. That is right. 

Mr. Poager. If you then begin to say to those people who have not 
yet filed their projects, ‘‘We are going to pay half, a third, or two- 
thirds, of your recreational costs,” would the Brushy Creek people 
not be justified in coming to you and saying, “‘You have established a 





40 CREDIT AND CONSERVATION 


new policy. You ought to make it applicable to us the same as any- 
body else.”’ \ 

I think you, as a fair man, would pay them; wouldn’t you? 

Mr. Wiiitams. I expect that would be the end result. 

Mr. Sixes. That would not necessarily mean that it would take 
precedence over earmarked funds for the present program, I think 
this would be very unlikely, 

Mr. Poage. They have already begun to build the Brushy Creek 

roject. 
Mr. Sixes. The recreational benefits would then subsequently be 
considered as obligations against the Federal Government, but would 
not be expected to take precedence over earmarked funds in the 
present budget. 

Mr. Poaage. If I had the assurance that if we were to pass this bill 
that there would not be diminution of the moneys available for the 
existing program—that is all I would want. That is all I want. 

Mr. Sixes. Clearly, Mr. Chairman, the Department has brought to 
the Appropriations Committee an estimate of the money they will 
need for fiscal 1958. They have in substance earmarked certain funds 
for approved projects which they will justify. It would appear to me 
that none of the projects we are talking about now could take preced- 
ence over or take away from those earmarked for anticipated expendi- 
tures in fiscal year 1958. 

Mr. Poags. I understand that would be reasonable. Neither you 
nor any people who are proposing this bill today then will ask for 
any of that money until the next fiscal year? 

Mr. Srxzs. I will not ask to take precedence over any projects 
already earmarked for funds in the current budget. 1 would hope 
that we could undertake planning for inclusion in future budgets. 

Mr. Poaaes. | asked, can we have the assurance that nobody will 
ask that the Soil Conservation Service use any of the money that has 
actually been earmarked prior to 1958? That you will not ask that 
any of the presently budgeted funds be used to pay for any of these 
recreational projects? 

Mr. Sixzs. I will go along with that if we can proceed with planning 
for future budgets. 

Mr. Poage. Anybody in here who feels any reluctance to being 
bound by such a commitment as that? 

What do you think about it? 

Mr. Frye. May I make one comment? 

I think the importance of this bill as Mr. Sikes has passed out this 
overall long-range effect—the importance is in the establishing of a 
policy, not in the program, 

Mr. Poaae. So far as I am personally concerned, I am willing to 
go along with you on long-range programs, but I want to know that 
it is not going to take money away from my farmers next year. 

Do I have your assurance of that? 

Mr. Frye. As far as 1 am concerned, you do. But that has no 
official standing. 

Mr. Poace. Wouldn’t you gentlemen agree to put just a little 
addition to this bill and say that no allocation of funds shall be made 
prior to July 1, 1958? 

Mr. Sixes. I would not object to that. 

Mr. Poaas. I think we are getting somewhere. 
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You may proceed. 

Mr. Frys. Thank you. That is all. 

Mr. Poacr. We wanted to hear you out. 

Mr. Frye. This is Congressman Sikes’ bill and all of the sportsmen 
highly endorse it. I am quite sure all of the people in Florida will 
endorse it. 

They would not object to such a provision as that. 

What we want to do is to get it established as a recognized official 
function of the act. 

Mr. Srxes. Mr. Chairman, I have one additional witness, Mr. 
McBroom, of the Fish and Wildlife Service. 


STATEMENT OF JAMES T. McBROOM, FISH AND WILDLIFE 
SERVICE 


Mr. McBroom. Mr. Chairman, I am James T. McBroom of the 
United States Fish and Wildlife Service, Department of the Interior. 

Our branch of River Basin Studies considers the impact of water- 
resource projects on fish and wildlife resources throughout the country; 
that is, water resources projects such as those built by the Corps of 
Engineers, or the Bureau of Reclamation, or licensees of the Federal 
Power Commission. 

We have this branch set up to study these things, to develop esti- 
mates of benefits, and to recommend whether or not projects and their 
recreational and fish and wildlife benefits have national significance. 

The measure of the Federal cost sharing is usually based on our 
recommendations. 

I will sav that the small watershed project program is one of the 
most beneficial that we know of to fish and wildlife resources. 

Under a memorandum of understanding with the Department of 
Agriculture, we have investigated most of the small watershed projects 
that have been approved for planning and find only 5 percent to be 
deleterious to fish and wildlife resources. 

We have found that the farmers of this country are the most avid 
hunters and fishermen. 

In an economic survey made last year we determined that 1 out 
of every 3 households in the United States has 1 person in it who 
hunted or fished in 1955. In the case of the rural areas, that proportion 
is 1 out of 2; every other rural house has a hunter or fisherman. 

So farmers are very much interested in getting better fishing and 
hunting in their areas. 

Mr. Chairman, we know that many farmers have thought of fishing 
and hunting benefits as among the most valuable benefits they can 
get from the small watershed program. They are looking for better 
hunting and fishing. 

Many of them are holding back on local participation until they ean 
get hunting and fishing benefits. 

I should emphasize that I am not necessarily reflecting the views of 
the United States Fish and Wildlife Service or the Department of the 
Interior, since they have not filed a report here. But it is my personal 
view that this bill, H. R. 5497, would be a great boon to the watershed 
program as a whole, including that specifically for the benefit of the 
farmer. 
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That is the 2-minute statement to which you, Mr. Chairman, 
requested I limit myself. 

Mr. Poace. Thank you very much, Mr. McBroom. 

The committee will have'.to recess. I do want to state for the 
record that the files of this committee show a copy of Mr. Sikes’ bill 
was sent to the Department on March 1. It was introduced on 
February 28. This committee sent it to the Department. 

The committee has to recess for the moment. I am going to recess 
until 3 o’clock this afternoon when we will hear the rest of the bills. 

Mr. Sixes. | wonder if it would be possible for Congressman 
Herlong and Mr. McBroom to file additional statements for the 
record? 

Mr. Poage. It will be. Without objection, both Congressman 
Herlong and Mr. McBroom will be permitted to do so. 

(The statements are as follows:) 


STaTEMENT OF Hon. A. SypNEY HERLONG, Jr., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF FLORIDA 


Mr. Chairman, I appreciate this opportunity to present my statement in behalf 
of H. R. 5497, Mr. Sikes’ bill to amend the Watershed Protection and Flood 
Prevention Act. 

It is of extreme importance to us in Florida that recreational and fish and 
wildlife development be included as one of the qualifying criteria for eligibility 
under the existing law. We in the State of Florida particularly have a nigher 
proportion of people who make their living off other people’s recreation than any 
other State in the United States. So it can truly be said that recreation in Florida 
is a business. The man who visits our State from another State may considcr 
that he is enjoying a recreational pursuit but, believe you me, it is bread and 
butter to the man who sells him his boat, equipment, shotgun shells, and other 
sporting paraphernalia. It is just as important that people who are engaged in 
these businesses have their occupations recognized by tne tederal Government as 
it is for them to recognize someone who hauls a sack of potatoes over a waterway. 

In my section of Florida we are doing a splendid job of self-help in this field of 
protecting and conserving our water. We feel that we are doing such a fine job 
ourselves, but there is so much more to be done, that we think the Federal Govern- 
ment could well have a part in this program. As you know, in my area the local 
government does the entire job. he Presidential Advisory Committee report 
on water resources policy has recommended that the Federal Government assume 
a part of the cost of projects where the local people are doing their part and where 
the projects represent substantial eontributions to the general economic growth 
of the region. I assure you, Mr. Chairman, that the economic growth of the 
region that it is my privilege to represent is irrevocably tied in with recreation, 
Everyone else recognizes this. The Federal Government should also. I, there- 
fore, respectfully urge this committee to take prompt and favorable action on this 
very constructive legislatiom proposed by my able and distinguished colleague 
from Florida, Mr. Sikes. 


STATEMENT OF JAMES T. McBroom, UNITED StTaTEs F1sH AND WILDLIFE SERVICE 


Mr. Chairman, I am James T. McBroom of the United States Fish and Wildlife 
Service, Department of the Interior. I am Chief of the Branch of River Basin 
Studies in the Bureau of Sport Fisheries and Wildlife of that Service. 

Our Branch of River Basin Studies considers the impact of water resource 
projects on fish and wildlife resources throughout the country. Our studies 
include water-use projects of the Corps of Engineers, Bureau of Reclamation, 
and licensees of the Federal Power Commission. These studies are conducted 
under the authority of the amended Coordination Act of August 14, 1946 (60 
Stat. 1080) which provides for investigations of the effects on fish and wildlife 
resources of project plans for water resource development by Federal agencies, 
or by private agencies under Federal license. The purpose of these investiga- 
tions, among Others, is to develop means and measures which should be incor- 
porated in project plans to minimize the adverse effects of these projects on fish 
and wildlife resources and to maximize the beneficial effects. Our surveys are 
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made in cooperation with the appropriate State fish and game agencies which 
have general jurisdiction over resident fish and wildlife resources. 

We also investigate, for the same purposes, the small watershed projects 
planned by the Department of Agriculture in accordance with the amended 
Watershed Protection and Flood Prevention Act. These investigations are 
carried out in accordance with a memorandum of understanding dated May 12, 
1955, between the Soil Conservation Service and the Fish and Wildlife Service. 
A copy of that memorandum of understanding is attached hereto and forms a 
part of this statement. 

Our studies of Corps of Engineers and Bureau of Reclamation projects cus- 
tomarily determine the benefits and losses associated with each project. These 
determinations by the Fish and Wildlife Service are used by these agencies in 
their project cost-benefit ratios. Project costs for fish and wildlife conservation 
measures which are included in project plans are justified on the basis of evalua- 
tions by the Fish and Wildlife Service. The cost sharing of the Federal Govern- 
ment of these projects on account of fish and wildlife benefits is thus based on 
evaluations of the Fish and Wildlife Service. This is an established procedure 
which we expect will be continued. This procedure—that is, the determination 
by the Fish and Wildlife Service of the effects on fish and wildlife resources of 
these projects and the evaluation of benefits and losses to these resources by the 
Fish and Wildlife Service—is also contemplated for small watershed projects 
under the terms of the memorandum of understanding, dated May 12, 1955, 
referred to above. 

The small watershed program is one of the most beneficial programs for fish and 
wildlife with which we have to deal. To date, under our memorandum of 
understanding with the Soil Conservation Service, we have studied and reported 
on 119 small watershed projects which are approved for planning by the De- 
partment of Agriculture. This includes most of the 238 projects so approved 
on which plans are sufficiently advanced to make a fish and wildlife reconnaissance 
study feasible. In only 6 cases, or less than 5 percent of projects studied, have 
the adverse effects on fish and wildlife resources been sufficiently serious to merit 
detailed studies to develop mitigation measures. Practically speaking, therefore, 
95 percent of the small watershed projects have been beneficial to fish and wildlife. 

You may recall that when the small watershed projects bill was being considered 
by the 83d Congress, it received firm support and endorsement by the various 
wildlife conservation agencies and interests. Wildlife people know that good soil 
and water conservation is vital to the welfare of fish and wildlife resources. They 
know that fish and wildlife are as much a product of the land as any other crop. 
It follows, then, that the 95 percent of small watershed projects found to be 
beneficial to fish and wildlife represent substantial public benefits to the population 
at large, as well as to individual farmers in the watersheds. I can see no reason 
why the small watershed program should not take credit for these publie benefits. 
Presumably this is what Mr. Sikes had in mind in proposing H. R. 5497. 

Federal participation in defraying the cost of fish and wildlife benefits associated 
with water-use projects has firm precedent. Under section 2 of the amended 
Coordination Act, all costs of Federal reclamation projects, allocated to preserva- 
tion and propagation of fish and wildlife are nonreimbursable; that is, they are 
borne entirely by the Federal Government. The same applies to locally sponsored 
projects under the Small Reclamation Projects Act of 1956 (Public Law 984, 84th 
Cong.). 

It is my understanding that a number of small watershed projects have been 
unable to meet the established standards for positive cost-benefit ratios on the 
basis of agricultural and flood control benefits alone. Therefore it seems to me 
that H. R. 5497 would assist in qualifving many desirable projects by facilitating 
use of the very genuine fish and wildlife benefits to shore up the benefit side of 
cost-benefit ratios. 

Of course this would have to work both ways. In addition to helping justify 
projects, the consideration of fish and wildlife losses probably would make some 
small percentage of projects infeasible that would otherwise qualify on the basis 
of agricultural and flood control benefits. 

Also, in all equity, if the general taxpayer is to support cost sharing of project 
developments for fish and wildlife and recreational purposes, he should be entitled 
to free public access to project lands and waters for hunting and fishing. 

I believe there is ample justification for recognizing fish and wildlife improve- 
ment measures as practices eligible for Federal cost sharing in the development of 
small watershed projects. Last year, at the request of the State fish and game 
departments, the Fish and Wildlife Service undertook a survey of how many people 
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in the Nation hunt and fish, and how much they spend in pursuit of these sports, 
The survey showed that 25 million Americans 12 years of age or over, hunted or 
fished or both in calendar year 1955. This is 1 out of every 5 Americans in that 
age group. They spent almost $3 billion, conservatively estimated, in pursuit of 
their sports. This is about equal to the amount all the households in the United 
States spent for electricity in that same year. 

Fish and wildlife, by any standards, qualify as a big business. The most im- 
portant values of fish and wildlife resources, however, are those which cannot be 
measured in dollar terms—rather, these main values are in the contribution of these 
resources to the health and well-being of our citizens. 

On the average, 1 out of every 3 households in the Nation has a hunter or a 
fisherman. In rural areas, 1 out of every 2 households has one or more hunters or 
fishermen. Farmers and other rural residents, therefore, are the most avid in 
their demands for hunting and fishing opportunities. They are looking for better 
hunting and fishing. We understand that some farmers are holding back on local 
participation in the small watershed program until they can be assured hunting 
and fishing benefits. 

In some respects, therefore, the fish and wildlife and recreational benefits may 
well be one of the most important phases of the small watershed program. The 
potential for such purposes is great, and I trust that in the future the program will 
lend itself to a modification of projects plans to provide maximum (fish and wild- 
life benefits. I believe this to be justifiable even at some slight reduction in the 
emphasis currently accorded flood control and agricultural benefits. 

In conclusion, | emphasize that the views I have here expressed are personal. 
They are not necessarily the views of the United States Fish and Wildlife Service, 
or the Department of the Interior, whose views normally are expressed in legisla- 
tive reports of the Secretary. The Department has not filed such a report on 
H. R. 5497. 

It is my personal view that H. R. 5497 is a good bill, not only for farmers, but 
for the public in general, including all those present and future citizens who will 
want a place to hunt and fish. 


MEMORANDUM OF UNDERSTANDING BETWEEN Fisu anv WILDLIFE SERVICE, 
DEPARTMENT OF THE INTERIOR, AND SOIL CONSERVATION SERVICE, DEApRt- 
MENT OF AGRICULTURE 


This memorandum is entered into for the purpose of encouraging the coordi- 
nation and integration of fish and wildlife conservation with works of improve- 
ment carried out pursuant to provisions of the Watershed Protection and Flood 
Prevention Act of August 4, 1954 (Public Law 566, 83d Cong., 2d sess.), and to 
that end will provide guidance to all personnel in the Fish and Wildlife Service 
and the Soil Conservation Service. 


GENERAL CONSIDERATIONS 


1. The watershed protection and flood prevention projects may have a signifi- 
cant effect on fish and wildlife resources in some watersheds. Therefore, it is 
agreed that the Fish and Wildlife Service and the State fish and game agencies 
may make such recommendations for fish and wildlife conservation as they 
deem practical during the planning stage of projects under Public Law 566. 

2. Local organizations, as defined in Public Law 566, may desire to incorporate 
measures for enhancement of fish and wildlife in watershed work plans based 
upon recommendations of State and Federal agencies, but no part of the cost of 
such enhancement measures will be paid for from appropriations made under 
authority of Public Law 566. 

3. Costs of measures for mitigation of any damages to fish and wildlife resources 
resulting from the proposed works of improvement under Public Law 566 will be 
considered by the Soil Conservation Service as proper costs of the projects and 
such measures as are determined to be appropriate by the Soil Conservation 
Service shall be incorporated in the watershed work plan. 

Tangible benefits or losses to such resources shall be appropriately credited or 
charged to the projects and intangible benefits and losses may be cited. 

Watershed work plans should represent the program of local people. The Soil 
Conservation Service will participate in carrying out only those elements of the 
project, however, that are in accordance with the provisions of Public Law 566 
and that it considers to be in keeping with the policies of the Department of 
Agriculture. 
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PROCEDURES 


4. The Fish and Wildlife Service may make a reconnaissance study of proposed 
or approved watershed projects to determine (1) the probable effects of the project 
on fish and wildlife resources, and (2) whether detailed studies of the watershed 
area and project plans are needed properly to integrate measures for conservation 
of fish and wildlife into watershed work plans. These reconnaissance studies 
shall be financed from funds regularly appropriated to the Fish and Wildlife 
Service for river basin studies. 

5. In the event detailed studies by the Fish and Wildlife Service of certain 
projects are recommended and both the need for and the estimated cost of 
making such studies have the concurrence of the Soil Conservation Service, the 
cost of such detailed studies will be financed by transfer of funds from the Soil 
Conservation Service. 

6. Following the transfer of funds for these studies, the Fish and Wildlife 
Service shall proceed promptly to undertake them, in close consultation with the 
appropriate State fish and game agencies, the local offices of the Soil Conservation 
Service, and the representatives of the local organization. The Fish and Wildlife 
Service will keep in mind at all times the objectives of the local organization in 
the development of a watershed project. 

7. The recommendations developed by these studies will be given full consid- 
eration by the Soil Conservation Service and will be presented for the considera- 
tion of the local organization in developing the watershed work plan. 

8. This memorandum of understanding will be implemented by periodic agree- 
ment for transfer of funds and arrangements for specific work. 


JoHNn I.. FARLEY, 
Director, Fish and Wildlife Service. 
Date May 24, 1955, 
GLADWIN YOUNG, 
Acting Administrator, Soil Conservation Service. 
Date May 12, 1955. 
Mr. Poacr. Mr. Baker has a statement that he wanted to read. 
Did you want to come back at 3 0’clock? 
Mr. Jonn A. Baker (National Farmers Union). Just include it in 
the record as though read. That will suit me all right. 
I do not have to read it. 
Mr. Poacs. We will read your statement at 3 o’clock this after- 
noon then. We have the statement. 
Mr. Baker. Thank you very much. 
Mr. Poacs. We will now recess until 3 o0’clock. 
(Whereupon, at 12:20 p. m., the committee recessed, to reconvene 
at 3 p.m., this day.) 
AFTERNOON SESSION 


Mr. Poacr. The committee will come to order, please. 

I believe that we were on H. R. 3861, H. R. 3988, H. R. 4253, and 
also H. R. 4958. I believe they are all identical bills. 

Mr. McIntire introduced H. R. 3988. Mr. McIntire, I wonder if 
vou would like to explain that bill. 

Mr. McIntire. Well, Mr. Chairman, H. R. 3861, your bill, H. R. 
3988, introduced by myself, H. R. 4253 of Mr. Avery, and H. R. 4958 
introduced by Mr. Weaver, | believe, are identical bills. 

My interest in legislation of this kind flows from the fact that we 
seem to have been a little more restrictive in the 84th Congress than 
I felt we intended. You may recall that when we were working on 
the legislation which finally was enacted as Public Law 878 of the 
84th Congress with amendments, that we discussed the matter of 
making sure when a loan was closed at 90 or 100 percent of value, 
that the borrower, the farmer, was in reasonably solvent position, at 
least that his debts did not exceed his assets. 
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So, language was withdrawn and that bill was amended in committee 
to make provision for some determination of that fact, that the assets 
and the liabilities were in balance at the time. However, the language 
that was in that legislation listed as the assets that were to be con- 
sidered, the real estate, the livestock, and the machinery. 

Frankly, for myself I was thinking in terms that we were dealing 
with real estate and personal property, but that is not the way the 
language was used when the administrative regulations went out 
relative to this legislation. 

I feel particular interest in this, particularly in my own section be- 
cause it was brought to my attention, that in taking the financial 
statement of an applicant or in considering the liabilities and the 
assets, that it was not permissible to include as an asset a crop which 
was growing, which crop, perhaps, caused the current borrowing, to 
finance that crop; and by the same token that that crop being held 
for marketing, that crop in storage should not be considered as assets 
for borrowing purposes. 

Well, certainly, that was a more restrictive interpretation of this 

art of Public Law 878 than what was intended in our discussions 
relative to the amendment which was adopted in committee. 

So, this bill, or these bills, because, they are all the same, were 
introduced to correct that situation. 

Mr. Poace. Mr. McIntire, you made a good statement. I wonder 
if the members of the Farmers’ Home Administration have any state- 
ment they care to make. 


STATEMENT OF KERMIT HANSEN, ADMINISTRATOR, FARMERS’ 
HOME ADMINISTRATION; ACCOMPANIED BY HOWARD V. 
CAMPBELL, OFFICE OF THE GENERAL COUNSEL; CHARLES C. 
BARNARD, DIRECTOR OF BUDGET AND STATISTICS DIVISION; 
AND DALE SMITH, ASSISTANT ADMINISTRATOR, FARMERS’ 
HOME ADMINISTRATION 


Mr. Hansen. Actually, we have no statement to make, Mr. 
Chairman, on that aspect, unless there are some questions. 

Mr. Poaar. You have given a report on the legislation? 

Mr. Hansen. Yes, sir. 

Mr. Poace. That report is a favorable report, I understand. 

Mr. Hansen. There is a favorable report on this bill. That was 
submitted this morning, I believe, a little bit late because we had a 
little difficulty getting it mimeographed, but it is here. 

Mr. Poaae. That is all right. We will include it in our record. 

(The report referred to is as follows:) 

DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 21, 1957. 
Hon. Haroitp D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcressMAN Coo.uey: This is in reply to your request of February 5 
for a report on H. R. 3861, a bill to amend the Bankhead-Jones Farm Tenant Act, 
as amended, to provide more flexibility in refinancing loans, and for other pur- 
poses. This bill would amend section 17 of the Bankhead-Jones Farm Tenant 
Act to permit, in connection with determining an applicant’s eligibility for a 
loan under this section, consideration of the value of his real estate and of the 
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personal property he owns which the Secretary of Agriculture determines has 
security value. 


This Department recommends enactment of H. R. 3861. 

The present language of section 17 permits'the-consideration of only the appli- 
cant’s real estate, livestock, and farm equipment and machinery as assets and 
prohibits the inclusion of crops in storage and other types of personal property. 
The proposed amendments would permit the consideration of assets such as 
growing and harvested crops, farm supplies, and cash and securities in addition 
to the value of real estate, livestock, and farm machinery and equipment in deter- 
mining whether an applicant is eligible for a loan primarily for refinancing. 
Enactment of this bill would result in the determination of applicants’ eligibility 
for loans under section 17 being determined on a more uniform and equitable 
basis, irrespective of the type of farming in which they are engaged or the part 
of the crop year during which their applications are being considered. 

The enactment of this bill would not requiré amy additional appropriation. 

In view of the request that this report. be submitted immediately, we have not 
obtained the advice of the Bureau of the Budget as to its relationship to the 
program of the President. 

Sincerely yours, 
TruE D. Morse, Under Secretary. 

Mr. McIntire. Mr. Chairman, I would perhaps like to ask Mr. 
Hansen a question or two, just in order that we might have a record. 

It is my understanding that this language will permit in the setting 
up of a financial statement the inclusion of the assets of the farmer, 
whether it is growing crops or crops held for marketing or storage or 
such other as is considered an asset of the farmer in the farm opera- 
tion? 

Mr. Hansen. That is right, sir. Heretofore, we were only consid- 
ering real estate, the livestock and machinery and other securities 
such as crops and cash on hand and so forth were not considered in 
the liquidity of a man’s statement or in the security he had to offer 
as far as our refinancing was concerned. 

Mr. McIntire. What will be the policy of the Farmers’ Home 
Administration in relation to off-farm assets and liabilities? Will 
those be set aside on this balancing of assets and liabilities required 
under this provision of the act, or what is your thought? 

Mr. Hansen. Would you state that again, please, sir, I did not 
quite catch it. 

Mr. McIntire. Well, | am thinking in terms of a farmer perhaps 
owning other property which is not a part of his farm operations, and 
having liabilities against that. How would that be interpreted in 
relation to this provision of the act? 

Mr. Hansen. I believe that would be considered as part of his 
security. 1 would like to pass that on to Mr. Campbell here. 

Mr. Camprety. Mr. MelIntire, the—— 

Mr. McIntire. | might say that the reason I am raising that ques- 
tion is that I hope by this legislation that we can cover our intent here 
in such a way that we are not leaving something undone. 

Mr. Campspe.i. Mr. McIntire, | believe a correct interpretation of 
the law, with this amendment, would not preclude considering the 
assets and would require some consideration of the indebtedness, even 
though that real estate or property and that indebtedness did not 
relate specifically to the farm which the Farmers’ Home Administra- 
tion was primarily concerned with. 

The act as so amended would still read, ‘‘Determine the value of 
real estate,”’ which is not limited to a particular farm but includes all 
real estate holdings. And it would read, ‘“The reasonable value of the 
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applicant’s personal property,” and that would not be limited to his 
farm personal property. 

So, I think that vou would: get an overall true net worth financial 
picture before you in determining his eligibility. 

Of course, there are other provisions of the act which might influence 
an applicant’ s eligibility; whether the value of his nonfarm holdings, 
whether or not such holdings and such operations would make him 
ineligible because he would not be the operator of a family-sized farm, 
or if he found that his financial picture was such that he should be 
able to get credit elsewhere; but assuming that he met those other 
eligibility requirements, these nonfarm holdings and debts would not 
preclude him from receiving the benefits of section 17 refinancing. 

Mr. Hansen. Actually, Mr, Chairman, the amendment would lend 
additional security, and these other assets that had never been able 
to be considered previously could be now considered with respect to 
the liquidity of his financial statement and the overall security relating 
to this particular loan or refinancing. 

Mr. Poaace. This will not, as I understand it, be used as a means 
of getting more security on the loans than now, but rather will enable 
you to make loans in a field where you cannot now make them? 

Mr. Hansen. That is correct, Mr. Chairman, that is the intent, 
that it would enable us to serve the people who actually had the liquid- 
ity as far as refinancing is concerned. These items that we mentioned 
could not be considered in determining solvency in the past. 

It actually would not make any thinner loans, it would just enable 
us to consider resources at hand that we have not been able heretofore 
to consider. 

Mr. PoaGcr. Mr. Hansen, I realize that perhaps this is not germane 
to the question before this subcommittee now, but since you are before 
us, and I know we can get authentic information from you, I would like 
to ask you, because we have had so many calls about farm credit, 
I want to ask you: Do you see any need for enlargement of your 
authority, any general enlargement of your lending authority? 

Mr. Hansen. Mr. Chairman, in my opinion, we have adequate 
authorities to serve where credit is the answer to the problem. 

Now, grant that there are human limitations involved and many 
complexities in administering the statutes that you gentlemen give us, 
but I believe where credit is the solution to the farm family’s problem, 
that we do have adequate authority at the moment. 

Now, where the problem is other than credit, of course, and where 
the line of demarcation enters in, that is where our job becomes real 
complex because we can only analyze assets about so far and you can 
analyze human nature about so far. We have certain standards to 
follow and sometimes those standards are exploded. There is always 
someone whose situation looks impossible, but who nevertheless suc- 
ceeds. But, I do believe, as I stated before, that where credit is the 
answer to the farm family’s problem we do have adequate authority 
with a few minor exceptions, of which this is one that we are speaking 
of. 

Mr. Poaas. Well, do you see any reason for any change in the 
interest rates? Are vou suffering from limitations? 

Mr. Hansen. No, sir; not particularly. In another program, if 
you wish to refer to that, in our insured program, the situation is 
tight. 
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Mr. Poaas. Yes. 

Mr. Hansen. Frankly, with the money situation being as it is, we 
have experienced some difficulties. However, I do not believe that 
raising the interest in itself would be of any real benefit at this par- 
ticular time. 

I would like to ask Mr. Smith—I believe this is correct, though— 
that we have loaned more money through the insured loan than we 
have through the appropriated route this year—may I ask Mr. Smith, 
is that correct? 

Mr. Situ. That is correct, for this year. 

Mr. Hansen. Notwithstanding that we have had to work hard to 
get some of that insured money from private interests. 

However, I do not believe a one-half of one percent raise in the 
interest rates would subsequently increase the amount of the funds 
that we could procure through private sources. The hardship that 
it would bring about on the types of borrowers we have I do not feel 
would justify ¢ any change in interest rates at this time, Mr. Chairman, 

Mr. Poace. Well, you know, we hear from so many people with 
all their problems and many of them, they are complaining about 
interest rates, and I do not know whether you can solve any of these 
problems by changing the rates or not, and I wondered if you could 
give us any comment. 

For instance, there are some folks in the drought areas of my State, 
particularly those in the livestock business, who find themselves with 
more cash on hand than they ever had but they are not better off 
because a large part of those people or a substantial part of them have 
sold out their entire livestock herds. In my own county they face 
a rather unusual situation in that because of the fact that we had a 
worse situation droughtwise than we have ever known, they have 
been forced to sell their livestock and so they had more money than 
they had ever made before. But they cannot keep that money. 
The answer is simply that because they have sold their livestock and 
it is true that they have some more money, but they are now out of 
business and are going to have to find some credit before they can get 
back into business again. Having sold their entire livestock holdings, 
they do not have money enought to start all over again. So that while 
in the little bank that normally would have about $1 million in deposits 
you will find $1.5 million or even $2 million on deposit—but now 
spring is coming on and many of those people, or I should say, most 
of them, are not; going to be able to get back into the livestock business. 
They do not have enough money left if they have paid their debts. 
If they want to get into ‘the livestock business they could not because 
they do not have livestock or they only have 20 percent of what they 
should have on the place and they obviously cannot make a living 
that way and in order to refinance the restocking of their enterprise 
in that part of the country with livestock, they simply do not have 
enough capital to do it. 

I am sure that you are going to be called on to finance a good many 
of that type of loans, for these people to get back into business and 
if they cannot get livestock they cannot get back into business and 
obviously if they are not back in business then we have lost a valuable 

asset. 

What do you think of the idea of trying to establish some system 
of loan guarantees? Rather than asking you to finance all of their 
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needs, which will probably run into more money than Secretary 
Humphrey will want to spend, what do you think about the idea of 
an insured loan program, of insuring bank loans—I would presume it 
would all be under your supervision—do you think there is any merit 
to it? 

Mr. Hansen. Well, frankly, we have been so snowed under with 
our immediate problems-that we have been-rather confused as to what 
comes next, Mr. Chairman. 

I have personally tried to rationalize that approach and many others 
and I have had the privilege of meeting with others in the credit field, 
in the private and cooperative credit field and I have heard many 
suggestions advanced as possibilities. 

And I believe I am correct in this statement, that somewhere, I 
cannot recall just where, but I know I have heard statements to the 
effect that real studies should be made as to various methods into 
meeting the credit needs as they arise in the particular situation you 
mention there. 

Personally, at this tre, Mr. Chairman, I would not be in position 
to venture an opinion. 

Mr. Poace. Well, we appreciate your statement as far as it goes. 

Mr. McIntire. I have heard some discussion and this is outside of 
the livestock area, but I have heard people expressing the opinion 
that in the case of the capital requirements to operate a farm, whether 
it be in livestock or in crop or in both, that there ought to be some 
type of arrangement whereby it could be insured and available to 
them. 

As it is now, as long as they can get approval from the lenders on 
their security, they get their loans from 1 year to the next and I feel 
that many of them are faced with the problem or are searching, I 
think, in their minds for a new or different approach to their credit 
needs on a basis whereby they can say, ‘Well in effect I am entering 
into a contract whereby I know I can get this for a period of 3 or 4 
years.” 

I realize that this is in violation of some of the basic credit analyses 
that usually have-to be made, but those fellows are working on the 
assumption they are still there and the farms are still there and that 
they can demonstrate their ability. But this fact of running into a 
crop year places them in a position where they just do not know 
whether they are going to farm or not and I have heard some discus- 
sion that that type of situation ought to be incorporated into an in- 
surance type of vehicle whereby a premium will be paid, as a practical 
device, each year, providing some type of vehicle that will give them 
what they need. 

I know that in my country right now a farmer can get 70 to 75 
percent of what the real estate is worth and he can just do that once. 
He cannot get the capital he needs so much more today as compared 
with years past; he cannot get it through the present securities that 
he is allowed to put up, and I think it is that kind of a thing that needs 
to be taken care of. 

Mr. Hansen. Yes, sir. 

Mr. Congressman, I think that is quite right and I believe we will 
all agree that we have seen agriculture go through some real transi- 
tional pains, if I may call it that, where the investment today per 
family is greatly in excess of what it has ever been heretofore. 
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Perhaps our credit structures have not quite coped with the tech- 
nological progress that has take place. 

Along the line which I just spoke of a moment ago, Mr. Chairman, 
I do feel there is a real need for study into the financing structure and 
into the credit structure and financial needs of our agriculture through- 
out the country. 

I think we could well employ some of the best thinking available 
to make a continuous study into that and perhaps—and I am purely 
speaking as a personal opinion—perhaps there has been as little 
study into the financing and credit structure of agriculture as in 
anything else. 

We have made tremendous strides technologically and in fields of 
that nature, but financing has gone through a tremendous transition 
even in our time. We have seen it grow from a relatively small in- 
vestment of a few hundred dollars into thousands of dollars of invest- 
ment for an efficient operator today. 

And I wonder if the financing and financial institutions and credit 
institutions have kept pace with the progress that has brought about 
the needs of today. 

Mr. McIntire. Well, I think, Mr. Hansen, such a study ought to 
be made, from which we would get some ideas if we are willing to 
explore into another or new approach to this thing. I think the pro- 
gram will require some new approaches as will the present financial 
operations, because the capital requirements of the farm today are 
heavier than in American industry. We do not propose to put 
American industry in anywhere near the same situation as the current 
operations on the farm. 

Mr. Hansen. I believe there are perhaps some more or less private 
studies being made. I know that some of our agricultural colleges 
are making some financing studies. 

I believe the American Bankers Association is making some studies. 
I know that Farm Credit and we are constantly attempting to find 
new methods and new ideas. 

I believe there is a gentleman here representing the American 
Bankers Association today and with your indulgence I wonder if 
that gentlemen would care to tell us whether or not he knows of any 
such studies in the banking world. 

Mr. Poaar. I would be delighted to hear from anybody in the 
American Bankers Association. We are getting a little far afield, 
but I think it may be profitable to explore this whole matter and in 
the end I think that it may save us some time. 

Will you come forward, please? 


STATEMENT OF CHARLES T. O’NEILL, JR., REPRESENTING 
AMERICAN BANKERS ASSOCIATION, WASHINGTON, D. C. 


Mr. O’Nettu. Mr. Chairman, I do not believe I am in a position to 
testify at the present time on this. 

The study he referred to, I believe, is being conducted by the 
agricultural department and I am not in that particular department. 
I am in the Washington office and I would rather for them to make a 
statement, I would prefer that any comments with reference to that 
come directly from the agricultural division rather than me. 


mem 
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Mr. Poage. Do you think your agricultural division would be in 
| position to come down here and give us some suggestions at some 
future time? 

Mr. O’Neiiu. Well, I feel that if the committee asks for it, they 
would certainly come down and testify before the committee. 

Mr. Poacr. Well, I think that you can see what we are trying to 
do—we are not holding a hearing on that—we may go off the record 
at this time. 

(Discussion off the record.) 

Mr. Poags. We will go back on the record now. 

Do you have anything further? 

Mr. Hansen. No, Mr. Chairman. 

Mr. Poace. Mr. Campbell, I believe this morning we were dis- 
cussing H. R. 3753 and it has been called to my attention that possibly 
we overlooked some things and I wonder if you are in a position to 
give us any idea whether there is any reason why we could not use 
that same legislation to implement our rural housing program, at least 
in some areas. 

Mr. Campse tu. I cannot speak for the Department. The Depart- 
ment report for the bill under consideration did not go into this 
feature. 

It occurred to me if the committee was going to give favorable 
consideration to the bill that it might further amend Public Law 361 
to assist the Department of Agriculture and the Department of the 
Interior in working out their joint relations on public land and home- 
steads—where the Farmers’ Home authority for the loan comes from 
title V of the Housing Act of 1949 instead of under title I of the 
Bankhead-Jones Act or the Water Facilities Act. 

As now written, Public Law 361 applies only to loans made under 
the Bankhead-Jones Act and the Water Facilities Act. We are, 
however, making loans under title V of the Housing Act of 1949 in 
those same areas, but we have to service those in line with the Depart- 
ment of Interior’s authority to deal with the entrymen or purchase 
contract holders and instead of the Secretary of Agriculture having 
the disposal authority, should the loan go sour, or should the entry be 
canceled, the Interior Secretary, the Bureau of Reclamation, will 
cancel the entry and then dispose of the property under Bureau of 
Reclamation laws. 

It merely means that this agency has two different procedures to 
apply in the field under existing law. 

Mr. McIntire. In other words, you are making housing loans to 
the desert entrymen? 

Mr. Campse.u. To homestead entrymen and contract purchasers. 

Mr. McIntire. But you can, if you pass this bill? 

Mr. CaMpBELL. Correct. 

Mr. McIntire. But in making them you are looking to the 
Department of the Interior for such loan? 

Mr. CampBeELL. That is right. 

Mr. McIntire. The Department of the Interior has some basic law 
that allows them to cancel these entries and sell the property? 

Mr. CampseEuu. They dispose of it as they would any other entry 
on which there is a private mortgage lien. The Secretary of the 
Interior is merely directed to take into account the interest of third 
parties. 
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The mechanics of disposing of the property and liquidation of loans 
is different from the mechanics which are applicable to a Bankhead- 
Jones loan on an entry. 

Mr. McIntire. The claim would be made directly to the Housing 
Act as well as the Water Facilities Act and Bankhead-Jones? 

Mr. CampBELL. That is correct. 

Mr. Poaaer. If you would be kind enough, give us a suggested 
amendment that might do that and we might consider it in our 
executive session. 

Mr. CampPpBELL. I would be glad to give it to the counsel of the 
committee. 

Mr. Poaae. Yes. We would appreciate it if you will, we would like 
to have it available. 

Now I think if no one else wants to be heard on these two bills, I 
would like to ask to insert in the record a paper from Congressman 
Phil Weaver of Nebraska, relating to these bills, H. R. 3861, 3988, 
el and 4958, and without objection, it will be made a part of the 
record. 

(The statement of Congressman Weaver is as follows:) 


STATEMENT OF Hon. Pott WEAVER, A REPRESENTATIVE IN CONGRESS FROM THE 
First District oF NEBRASKA 


In support of H. R. 3861, H. R. 3988, H. R. 4253, and H. R. 4958 to amend 
the Bankhead-Jones Farm Tenant Act, as amended, to provide more flexibility 
in refinancing loans, and for other purposes. 

Mr. Chairman and gentlemen of your subcommittee, may I express to you Mr. 
Chairman and to the members of your subcommittee my genuine thanks and 
appreciation for this opportunity to be heard and to express my views on this 
urgent matter. 

The prompt and thoughtful attention by this subcommittee and your full com- 
mittee to this problem may well amount to the financial survival or collapse of 
many of our farm people throughout this great country. 

I am pleased to add my voice to those who speak in support of this legislation. 
Flexibility is necessary in any farm-credit program if we are going to restore our 
basic industry of agriculture to its rightful place in our overall economy. With 
extended drought and lower farm prices, we must remove unnecessary credit 
obstacles if the farmer is to survive. This suggested legislation will permit a 
farmer applying for a Joan with the Farmers’ Home Administration to present a 
financial picture that correctly reflects his total assets and total liabilities and 
not a one-sided picture that overlooks part of his true net worth. 

These bills, identical in nature, will bring into reality an honest and fair inter- 
pretation of the language in the original act as it was intended. Restrictive 
interpretations will be removed without any question because they made it 
impossible for the act to accomplish and do what was only intended and hoped 
for when it first became law. 

I am confident, Mr. Chairman, that you and the members of this subcommittee 
will meet the challenge before you in the consideration of this measure. I know 
that in your earnest and sincere desire to promote the cause of agriculture, upon 
which all America is so dependent, you will unanimously approve and favorably 
report out the legislation before you. 


Mr. Poaar. I believe the next bill is the one introduced by Mr. 
McIntire, H. R. 4404. 
Mr. McIntire, if you will, give us a statement on that. 


STATEMENT OF HON. CLIFFORD G. McINTIRE, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF MAINE 


Mr. McIntire. Mr. Chairman, this bill, to state it briefly, would 
be to change the requirement or regulation under which the national 
bank operates in relation to the instruments of indebtedness or the 
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notes which they hold under the Bankhead-Jones Farm Tenant Act, 
permitting the national bank to carry those as investments instead of 
holding them in their financial statement as loans. 

It is my thought in introducing this legislation that this would 
facilitate the bank accepting this paper. It might, perhaps to some 
degree, meet the situation that currently exists in relation to interest 
rates, in that you may find a situation prevailing where the banks 
could not see their way clear to purchase some of this paper as a loan 
at the prevailing interest rate, but could see their way clear to pur- 
chase it as an investment. 

Now, in looking over the existing banking legislation, it was noted 
that under the law the national bank can classify, as instructed by 
law, the-debentures of the Federal Farm Loan Act, the Federal Home 
Loan Act, and the Home Loan Corporation, Federal Housing Admin- 
istration, as investments; that the bank’s purchasing of paper in rela- 
tion to the activities of those agencies is classified as an investment. 
And it is the purpose of this bill to amend the National Banking Act 
to designate that these instruments of the Bankhead-Jones Act, that 
is, these insured loans, be classified as investments. 

Now, this bill is rather brief, but it has much broader impact than 
would appear. I have been analyzing this with the Farmers’ Home 
Administration and I have also heard from banks in my home area. 

I wonder whether Mr. Smith of the Farmers’ Home Administration, 
Mr. Hansen, want to make some comment. I do want to say this, 
Mr. Chairman, that there are certain areas in relation to this bill 
which probably should be covered in the future through further con- 
ferences with the other departments of the Government, such as 
Treasury, Justice, and the like, before we actually report this bill out. 

I do appreciate your bringing it up. I have the firm feeling that 
it is a constructive piece of legislation and would be of assistance to 
the Farmers’ Home Administration in relation to having greater 
access to money. 

But I do want to say that I think probably the action of our com- 
mittee should be delayed or deferred until we can iron out some 
features of the bill through additional conferences with other agencies 
of the Government. We hoped that Mr. Hansen and Mr. Smith 
might have some additional comment. 

Mr. Poagr. Would you want to comment? 

Mr. Hansen. Mr. Chairman, since Mr. Smith has been working 
directly with this subject, I would like to ask that he present his ideas. 

Mr. Poacs. We are very glad to hear you, Mr. Smith. There is 
no report? 

Mr. Sir. That is right; there is no report and of course anything 
I have to say has not been cleared first, but I hope we will very shortly 
have a firm report. 

Mr. Poager. I think we might defer—of course, the committee will 
not take immediate action on it, but I did want to hear Mr. MecIn- 
tire’s statement on it. 

Mr. Smirn. And he has presented it very, very well, and it is 
something that we feel will do a lot of good. 

Mr. Poage. You do not have any further statement? 

Mr. Situ. No, sir. 

Mr. McIntire. Might I say, Mr. Smith, it is my understanding 
that in handling this paper the loan made through Bankhead-Jones, 
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a mortgage was drawn as a loan on real estate, the mortgage was 
drawn 

Mr. Situ. Yes, sir; to the Government as mortgagee. 

Mr. McIntire. And notes in eennection with, that are drawn to 
the lender, that is the party who is putting up the money? 

Mr. Smirx. That is right. 

Mr. McIntire. But all of the servicing in relation to this loan is 
handled by the Farmers’ Home Administration, all collections are 
made directly to the Farmers’ Home Administration? 

Mr. Smiru. Yes, sir. 

Mr. McIntire. And the bank does not. in any way attempt to 
service this loan. The bank is required under the contractual agree- 
ment to hold for 5 years and then the loan can be transferred back to 
the Government at full compensation for the outstanding items. 

Now, am I correct that actually as far as the banking interests are 
concerned in the country they look upon that paper, while perhaps 
not in a technical sense, in a practical sense, as being a Government 
loan, but they look at it as fully and adequately protec ted as far as 
their investment is concerned, as they would a Government loan? 

Mr. Smirn. That is right, and the question of marketability is one 
question raised, because of the 5-year period. There has been no 
secondary market to speak of, as there is with bonds. However, I 
feel it is considered pretty much the same type of investment across 
the country. 

Mr. McIntire. Now, in relation to the groups that are cooperative 
with the Farmers’ Home Administration, those will include insurance 
companies or pension funds, or trust funds, and things of that sort. 
How do they classify these notes in their classifications? 

Mr. Smiru. Recently, I have had one insurance company that gave 
me their report and they have been classified immediately after United 
States Government securities. They have Government bonds all 
listed, and the average rate of return on all of them, and then the 
next classification is our loans, and then following are public utilities 
and various others, and so they consider.these as.investments. Ver- 
bally they told me they consider them in the same light as Govern- 
ment bonds. 

Mr. McIntire. It is my thought, I might say, Mr. Chairman, that 
this type of a provision would be something of an incentive, perhaps, 
for banks, within a territory where money is needed, to be a little 
more active in this field, and while this might not change the situation 
in relation to big investors like the big city banks, it would be very 
helpful in providing a better vehicle for thousands of other banks 
who take relatively small amounts of insured loans. By the same 
token they would be serving farm folks in their normal trading area 
and continuing a service that they very much like to perform. 

Mr. Poaas. I would like to ask Mr. Hansen if it is not true that 
actually most of these insured loans- and. most. of the money for the 
insured loans is being put up by rather substantial investors rather 
than by small investors at the present time. 

Mr. Sarru. I can answer that in this way. A year ago the larger 
investors were more interested and were putting up considerable 
amounts of money. However, this last year it has turned somewhat 
and we have made an effort to secure the participation of all of the 
types of lenders, especially the country banks. The banks are in the 
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area where the loans are originating and we are obtaining a lot of 
that participation. We honestly feel that is the avenue we want to 
pursue, because those farmers and those farms will always be around 
that local institution, and it is those people that will in the future be 
in position to take our borrowers when we graduate them to other 
credit. Of course, the reason they are coming to us in the first place 
is that they cannot obtain credit elsewhere. We are a supplemental 
credit agency. 

Mr. Poage. Is there any way whereby a PCA can buy these loans? 

Mr. Smiru. Yes; there have been some, but I do not know what 
funds they are using. 

Mr. McIntire. You mean the PCA buys your note and, perhaps, 
discounts it? 

Mr. PoaGce. Some of the PCA’s have a little money of their own— 
that is true; isn’t it? 

Mr. SmitruH. Some of them have money of their own, I think, and 
they are investing in our insured loans. 

Mr. Poace. They can buy these loans with that money if they 
wanted to? 

Mr. Smiru. As an investment of their surplus funds; I think we 
should be specific in that. 

Mr. Poagr. I never supposed they would do it, but I suppose if 
they can buy a loan of a man who expected to graduate into a harder 
type of credit, it might be well to buy his loans with the guaranty, 
and at a later date they might carry more. 

Any further questions on this bill? If not, before we adjourn I 
want to read this brief statement which was handed to us this morning 
from Mr. John A. Baker: 


Mr. Chairman and members of the committee, this statement will be brief. 

We favor enactment of H. R. 1045, eliminating from the ACP legislative lan- 
guage the never-used provisions for a State-by-State approach to this nationwide 
problem, 

We have long favored enactment of new legislation to extend Farmer’s Home 
Administration loans to desert-land entrymen on the same basis as they are ex- 
tended to regular homestead entrymen. 

As members of the committee will recall, I strongly urged last year that the 
provisions of H. R. 3861, H. R. 3988, and H. R. 4253 be included in the family 
farm-credit bill that was enacted last year. We still favor amending the language 
relating to farm-ownership loans so that purchases from the proceeds of such 
loans need not be limited to farms smaller than the census average in the county. 

I have not had an opportunity to appraise the implications of H. R. 4404. 
However, I know Congressman McIntire to be well versed in credit matters, and 
as a member of the Family Farm Subcommittee last year to have a warm place 
in his heart for low income farm people. I would, therefore, be willing to support 
a technical amendment of this type proposed by the gentleman. 

I know of no objections to enactment of H. R. 4306 to make development of 
recreational facilities an integral part of small watersheds development. 

J We appreciate your inviting us to give you our views respecting these important 
ills, 


I also have a letter from the National Grange relating to H. R. 3861 
which they approve, and, without objection, we will make that a 
part of the record. 

I have 3 letters from the American Farm Bureau Federation relating 
to these matters which are before us and, without objection, I will 
make all 3 part of the record. 

(The letters referred to are as follows:) 
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NATIONAL GRANGE, 
Washington, D. C., March 4, 1957. 
The Honorable W. R. Poaae, 
Chairman, Subcommittee on Conservation and Credit, 
House Agriculture Committee, New House Office Building, 
Washington, D. C. 

DeEar CONGRESSMAN Poaces: The National Grange is entirely in accord with 
the provisions of H. R. 3861, which permits an applicant for a Farmers’ Home 
Administration loan to show all of his personal property, including stored agri- 
cultural commodities, as collateral for that loan. 

We urge your subcommittee, the full House Committee on Agriculture, and 
the Congress itself to approve the measure. 

Respectfully yours, 
Herscuet D. Newsom, Master. 





AMERICAN Farm BureEAvU FEDERATION, 
Washington, D. C., March 4, 1957. 
Hon. W. R. Poace, 
Chairman, Conservation and Credit Subcommittee, 
House Agriculture Committee, 
United States House of Representatives, Washington, D. C. 


Dear CONGRESSMAN Poace: We understand that you will give consideration 
on Tuesday, March 5, in your subcommittee to H. R. 1045, to amend the Soil 
Conservation and Domestic Allotment Act,.as amended and the Agricultural 
Adjustment Act of 1938, as amended. 

As we understand the provisions of this bill, it would accomplish two major 
things: (1) It would repeal the current provision.ef law which authorizes the 
Secretary of Agriculture, where States have submitted a satisfactory plan, to turn 
over as & responsibility of the States the programing and administration of the 
agricultural conservation payments program; (2) it would make permanent the 
ACP program, whereas currently it requires congressional authorization each 2 

ears. 
7 With regard to the first point above, we must admit. that the States have been 
very slow in accepting their responsibility under this provision of law, however, 
according to our latest information, there are some 25 States who have State 
enabling legislation, making it possible for them to fulfill this responsibility. The 
State of Mississippi has taken leadership with regard to this matter. We have 
inquired and found that Mississippi is again renewing its efforts in this regard. 

Ve would recommend, therefore, that this provision of law be maintained for 
the time being in order to give States a continuing opportunity to develop State 
plans and take over this program. 

With regard to point 2 above, with the soil-bank program in operation and 
with the very difficult situations that have been created by the prolonged droughts 
in certain areas, we believe it wise for Congress to review the agricultural con- 
servations payments provision of law each 2 years, even though we would antici- 
pate that it would be more or less continuously extended each 2-year period. 

We would, therefore, recommend to the subcommittee that they consider 
very carefully the implications of H. R. 1045 and that action on this bill be 
delayed in order to give interested groups more opportunity to study the effect 
of the enactment of this measure and to encourage States to assume their responsi- 
bility under the provisions of this statute. 

Sincerely yours, 


Joun ©. Lynn, Legislative Director. 
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AMERICAN Farm BurREAU FEDERATION, 
Washington, D. C., March 4, 1957. 
Hon. W. R. Poace, : 
Chairman, Conservation and Credit Subcommittee, 
House Agriculture Committee, 
United States House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN PoaGE: We have been asked for our comments with 
regard to H. R. 4404 (Congressman McIntire, of Maine) and certain other pro- 
posals being considered by your subcommittee, March 5. 

As we understand the provisions of H. R. 4404, which amends section 15 of the 
Bankhead-Jones Farm Tenant Act as amended, it would use the facilities of this 
act tu encourage local banking institutions to assume more responsibility in meet- 
ing the credit needs of farmers in their area. We believe that this principle is 
sound in that the local banking ingtitutions (1) are better able to judge the credit 
needs of local applicants and (2) are in a better position to provide supervision 
and management of such loans. 

We therefore recommend favorable consideration of H. R. 4404. 

Sincerely yours, 
Joun C. Lynn, Legislative Director. 


AMERICAN Farm Bureau FEDERATION, 
Washington, D. C., March 4, 1957. 
Hon. W. R. Poaae, 
Chairman, Conservation and Credit Subcommittee, 
House Agriculiure Committee, 
United Statés Howse ‘of Representatives, Washington, D. C. 

DEAR CONGRESSMAN PoaGeE: This is in regard to H. R. 3861, H. R. 3988, and 
H. R. 4253, and other identical bills, which amend the Bankhead-Jones Farmer 
Tenant Act as amended to provide more flexibility in refinancing loans and for 
other purposes. : 

As we understand the situation now, a farmer with grain, fruit and vegetables, 
cotton or other similar agricultural commodities is unable to include such items in 
listing the applicant’s personal property in making application for loan under the 
provision of this act. We believe the restriction of the legislation agreed to last 
year to applicant’s livestock and farm equipment as security for his loan was an 
oversight and that it is desirable that loan applicants have the.opportunity to 
offer grain, fruit and vegetables, cotton and other similar agricultural commodities 
as security for loans under this provision. 

We recommend favorable consideration by your subcommittee of the proposed 
amendment. 

Sincerely yours, 
Joun C. Lynn, Legislative Director. 

Mr. Poage. Is there any other matter to come before the com- 
mittee before we go into executive session? 

We have now, I believe; covered all of the bills that have been re- 
ferred to the subcommittee. 

Do you gentlemen have anything further you would like to bring 
to our attention? 

Mr. Hansen. Nothing more, Mr. Chairman, other than I want 
to thank you for this opportunity to appear before this committee. 

Mr. PoaGer. We are very glad to have you. 

The committee will go into executive session. 

(Whereupon, at 4:10 p. m., the committee retired into executive 
session.) 


x 














